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AEC “OMNIBUS” BILL 


THURSDAY, JULY 10, 1958 


ConeGress OF THE Untrep Sratss, 
SUBCOMMITTEE ON LEGISLATION, 
Jormnt CommiTrere on Atomic ENERrcy, 
Washington, D.C. 

The subcommittee met, pursuant to call, a 10: 15 a. m., in room 1302, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Present : Representatives Holifield, Durham (chairman of the Joint 
Committee), Van Zandt, Price, and Hosmer. 

Also present: James T. Ramey, executive director; David R. Toll, 
staff counsel; and George F. Murphy, staff member, Joint Committee 
on Atomic Energy. 

Representative Hourrietp. The subcommittee will be in order. 

We have before us this morning H. R. 12603. The Chair will make 
a preliminary statement for the record. 

The Subcommittee on Legislation of the Joint Committee on 
Atomic Energy is meeting this morning to receive testimony on 
certain bills to amend the Atomic Energy Act of 1954, as amended. 

The first of these bills is H. R. 12603, which I introduced on May 21, 
1958, at the request of my colleague, Mr. Baldwin. Senator Anderson 
introduced an identical bill, S. 3881, on the following day, May 22, 
1958. 

By letter dated February 26, 1958, the AEC forwarded to the Joint 
Committee a proposed bill. This letter indicated that there was 
existing uncertainty as to the authority contained in present section 68 
of the act to remove source material reservations in instruments which 
disposed of acquired lands of the United States. The Commission 
indicated that it felt that — legislation would be required, 
and that a general legislative release would effect savings and time 
and expense, both to the agencies involved and to the holders of lands 
subject to a reservation. Without objection I would like to insert in 
the record at this point a copy of the AEC letter dated February 26, 
1958, from Mr. Strauss to Mr. Durham, and a copy of H. R. 12603. 

(The letter referred to follows :) 


UnItTep States ATOMIC ENERGY COMMISSION, 


Washington, D. C., February 26, 1958. 
Hon. Cart T. DURHAM, 


Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. DuRHAM: As you will recall, for a period of some 9 years all in- 
struments disposing of lands belonging to the United States were required to 
contain a provision reserving to the United States all source materials which 
may have been contained in such lands. This requirement was imposed in 
the first instance by Executive Order 9613 of September 13, 1945. Later it 
was imposed by Executive Order 9701 of March 4, 1946. Finally, it was im- 


1 
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posed, with respect to disposals of public lands, by section 5 (b) (7) of the 
Atomic Energy Act of 1946, and, with respect to disposals of acquired lands, 
by Executive Order 9908 of December 5, 1947. 

Just prior to the enactment of the Atomic Energy Act of 1954, section 5 (b) 
(7) of the 1946 act was amended to remove the requirement that disposals of 
public lands be subject to a source material reservation. The amending legis- 
lation, section 10 of the act of August 13, 1954 (68 Stat. 716), also authorized 
and directed the head of any department or agency which had theretofore 
issued a conveyance containing such a reservation, to issue, upon application 
therefor, a supplemental document deleting the reservation. The Atomic Energy 
Act of 1954, in effect, reenacted the newly amended provisions of section 5 (b) 
(7) of the 1946 act. These provisions appear as section 68 of the 1954 act. 

Shortly after the passage of the Atomic Energy Act of 1954 the Commission 
recommended revocation of Executive Order 9908 to remove the requirements 
covering disposals of acquired lands. Executive Order 10596 of February 15, 
1955, accomplished the revocation. It did not, however, undertake to authorize 
the issuance of releases of reservations theretofore made, for it was felt that 
section 68 already provided authority for such releases, 

Out of these circumstances doubt arose whether heads of departments or 
agencies were authorized by section 68 to release reservations contained in 
conveyances which had disposed of acquired lands. Therefore, the question was 
presented to the Attorney General for an opinion. The Attorney General in- 
formed the Commission that no useful purpose would be served by his opinion 
on the question presented and recommended that clarifying legislation be sought. 
In this connection, he noted that a legislative release would effect savings in 
time and expense both to the agencies involved and to the holders of lands 
subject to a reservation. The Attorney General also suggested that, subject 
to the views of the Secretary of the Interior, in the interest of consistency 
the legislative release be extended to reservations covering former public lands 
as well as those covering former acquired lands. 

Following the approach suggested by the Attorney General the Commission 
sought the views of the Secretary of the Interior on a proposed amendment to 
the Atomic Hnergy Act of 1954 which would provide a legislative release of all 
outstanding source material reservations. The Department of the Interior has 
informed the Commission of its approval of such an amendment. 

In order to resolve existing uncertainty as to the authority granted by section 
68 to remove source material reservations in instruments which disposed of 
acquired lands of the United States, the Commission feels that clarifying legis- 
lation is required. Since a legislative release would (1) relieve administrative 
agencies of the costly process of preparing and executing individual releases, 
(2) relieve interested parties of the time and expense necessary to apply for a 
release and (3) extend to persons who may not be sufficiently well informed to 
make application for a release, we think it the most desirable form of legislation. 
Moreover, we feel that these same reasons warrant extending such a release to 
reservations contained in conveyances of former public lands. 

There is attached a copy of a proposed amendment to section 68 of the 
Atomie Energy Act of 1954 which we believe would effectively provide the 
legislative release desired. The Commission recommends that the Atomic 
Nnergy Act of 1954, as amended, be amended as provided in the attached draft 
bill. 

The Bureau of the Budget has informed the Commission that it has no ob- 
jection to the submission of this recommendation. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 

(The bill referred to follows :) 

[H. R. 12603, 85th Cong., 2d sess.] 
A BILL To amend the Atomic Energy Act of 1954, as amended, to provide for the release 


of source material reservations contained in conveyances of public and acquired lands, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 68 b, of the Atomic Energy Act 
of 1954, as amended, is amended to read as follows: 

“Sec. 68. PUBLIC AND ACQUIRED LANDS.— 

“b. Any reservation of radioactive mineral substances, fissionable materials, 
or source material, together with the right to enter upon the land and prospect 
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for, mine, and remove the same, inserted pursuant to Executive Order 9613 of 
September 13, 1945, Executive Order 9701 of March 4, 1946, the Atomic Energy 
Act of 1946, or Executive Order 9908 of December 5, 1947, in any patent, con- 
veyance, lease, permit, or other authorization or instrument disposing of any 
interest in public or acquired lands of the United States, is hereby released, 
remised, and quitclaimed to the person or persons entitled upon the date of this 
Act under the grant from the United States or successive grants to the ownership, 
occupancy, or use of the land under applicable Federal or State laws: Provided, 
however, That in cases where any such reservation on acquired lands of the 
United States has been heretofore released, remised, or quitclaimed subsequent 
to August 12, 1954, in reliance upon authority deemed to have been contained 
in the Atomic Energy Act of 1946, as amended, or the Atomic Energy Act of 
1954, as heretofore amended, the same shall be valid and effective in all respects 
to the same extent as if public lands and not acquired lands had been involved. 
The foregoing release shall be subject to any rights, which may have been 
granted by the United States pursuant to any such reservation, but the releases 
shall be subrogated to the rights of the United States.” 


Representative Horirretp. After introducing the proposed bill as 
H. R. 12603 on May 21, 1958, I instructed the staff of the Joint Com- 
mittee to receive comments from the Commission. These were re- 
ceived by AEC letter dated June 13, 1958, from Mr. Hollingsworth 
to Mr. Ramey. This letter made two technical comments, and without 


. 


objection I would like to insert in the record at this point a copy of 
the AEC letter dated June 13, 1958. 
(The letter referred to follows :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 


Washington, D. C., June 13, 1958. 
Mr. JAMES T. RAMEY, 


Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. RaMey: Your letter of May 23 requests our comments on H. R. 
12603, a bill which would amend section 68 of the Atomic Energy Act of 1954 
to provide for a legislative release of certain outstanding source material reser- 
vations contained in conveyances of public and acquired lands. 

As you know, Chairman Strauss’ letter of February 27, 1958, to Chairman 
Durham recommended amendment of the Atomic Energy Act of 1954 in the 
manner described in H. R. 12608. In that letter the anomaly of treating public 
lands differently from acquired lands was brought out in some detail. It is our 
view that legislation along the lines of H. R. 12603 is necessary to resolve the 
question that has arisen as to whether present section 68 authorizes agency 
heads to release reservations contained in conveyances of formerly acquired 
lands of the United States. Moreover, since the legislative release contem- 
plated by this bill would also (1) relieve administrative agencies of the costly 
process of preparing and executing individual releases, (2) relieve affected 
parties of the time and expense entailed in applying for a release and (3) 
extend to persons who may not be sufficiently well informed to make applica- 
tion for a release, we believe it the most desirable method by which to attain 
the end sought. 

Two technical points of the bill appear to require attention. The first is that 
the introductory words refer only to the amendment of “section 68b” although 
the title of section 68 would also be amended. The other point is an apparent 
typographical error in line 20 on page 2 of the bill. The word “releases” should 
be “releasees.” 

The Bureau of the Budget has informed us that it has no objection to the 
submission of these comments. 

Sincerely yours, 


R. E. HOLLINGSwortH 
(For General Manager). 
Representative Horirietp. In addition, Congressman Durham, the 
chairman of the Joint Committee, has recently received a letter dated 
July 3, 1958, from Senator McClellan, chairman of the Senate Com- 
mittee on Government Operations, concerning a number of bills re- 
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cently referred to that committee, eee for the release of the 
reservation of specific tracts of lands in various areas of the United 
States and suggesting that a general bill would eliminate the need 
for congressional approval of individual measures. 

Without objection, I would like to insert in the record at this point 
a copy of the letter dated July 3, 1958, from Senator McClellan to 
Mr. setheey 

(The letter follows:) 


UNITED STaTES SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
July 8, 1958. 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Room F-88, Capitol, Washington, D.C. 


DearR Mr. CHAIRMAN: During the past several Congresses, a number of bills 
have been referred to this committee providing for the conveyance of an interest 
to the United States in and to fissionable materials on specific tracts of land 
in various areas of the United States similar to the bills enclosed. 

I am also attaching a copy of a report filed in the Senate by this committee 
in regard to other legislation of similar import from which you will note that 
reference was made to the fact that the Joint Committee on Atomic Energy 
had under consideration appropriate legislation to eliminate the need for this 
type of private legislation. 

It is my understanding that the Joint Committee at present has under con- 
sideration two bills, S. 3881 and H. R. 12603, which would accomplish this ob- 
jective. The committee has, therefore, held up action on bills of this nature at 
least temporarily to determine whether or not favorable action would be taken 
on a general bill which would eliminate the need for congressional approval of 
these individual measures. 

It would be helpful, therefore, if you would advise the committee as to whether 
or not one or both of these bills will be reported with the objective of securing 
enactment before the present session adjourns. In the event there may be some 
reason why the committee might determine to postpone reporting either of the 
bills, this committee will, of course, proceed with consideration of the related 
measures now pending before it. 

Thanking you for your advice in this matter, I am, 

Sincerely yours, 
JOHN L. McCLELLAN, Chairman. 


Representative Horirretp. Also, I would like to quote briefly from 
Senate Report No. 870, 85th Congress, 1st session, which was a report 
of the Senate Committee on Government Operations concerning a bill 
pertaining to an individual release, and I quote as follows from page 
3 of that report: 


The committee has been assured by the Atomic Energy Commission and the 
General Services Administration that these agencies have no objection to the 
release of such reservations since their retention is no longer deemed advan- 
tageous to the Government. 

The House Committee on Government Operations in its report No. 2384, 84th 
Congress, reporting a similar measure, H. R. 9578, suggested the probability of 
congressional action providing for the relase of past reservations of fissionable 
materials made in conveyances of acquired land. Such general legislation would 
obviate the necessity of special legislation for accomplishing the purposes of 
H. R. 8005. 

The committee has been informed that the Joint Committee on Atomic Energy, 
which approved legislation resulting in the enactment of the Atomic Energy Act 
amendments of 1954, removing reservations of fissionable material on public 
lands, is now giving consideration to further amending the act so that such 
reservations may be removed on acquired land by administrative action, which, 
if enacted, will eliminate the need for further action on bills of this nature cov- 
ering specific properties on which such reservations were made. 
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In addition, there are at least three other bills now pending before 
the Congress to cover this problem on an individual, piecemeal basis, 
and they are: 

H. R. 12938, relating to a tract of land in Tallahassee, Fla.; H. R. 
11933, relating to lands in Jackson County, Miss. ; and S. 2833, relating 
to a tract of land in the county of Alamance, State of North Carolina. 
Rather than handling these bills on an individual basis, it was felt that 
a general bill would be desirable. 

ith this background I would now like to call upon our first wit- 
ness, my colleague, Congressman John F. Baldwin, Jr., of California. 


STATEMENT BY HON. JOHN H. BALDWIN, JR., REPRESENTATIVE 
IN THE CONGRESS OF THE UNITED STATES FROM THE STATE OF 
CALIFORNIA 


Representative Batpwin. Mr. Chairman, I would like to express my 
appreciation to you for your introduction of H. R. 12603. 

The Redevelopment hasete of the City of Richmond brought to 
my attention by a letter of March 28, 1958, the problem they were 
facing in Richmond, Calif. The Public Housing [xeccaueatii had 
conveyed four Lanham Act housing projects to the Redevelopment 
Agency of the City of Richmond. But all of these were subject to a 
reservation of fissionable materials required at that time by Executive 
Order 9908. 

This property was not originally public property, but was acquired 
property. 

The Richmond Redevelopment Agency pointed out that they could 
not under existing laws and regulations get any reconveyance to them 
of those reservations of fissionable materials, and they pointed out 
that prospective purchasers of the land were having a very difficult 
time because of the bank financing with the banks taking the position 
that these reservations materially reduced the possibility of making 
loans on the property. 

I took this matter up first with the Housing and Home Finance 
Agency and asked them if anything could be done administratively. 
I received a reply dated April 21, 1958, which, Mr. Chairman, I 
would like to ask permission to insert in the record at this point. 

Representative Hortrretp. Without objection, it will be received. 

Representative Batpwin. I would just like to read one paragraph of 
the reply. The reply stated: 

The letter which the Redevelopment Agency of Richmond sent to you on 
March 28 correctly states the legal situation concerning the reservations of 
fissionable materials. The reservations were made in accordance with a require- 
ment imposed by Executive Order 9908 (12 F. R. 8223). Although that Executive 
order was repealed in February 1955 by Executive Order 1059 (20 F. R. 1007), no 
provision was made for releasing reservations which were previously made in 
connection with the conveyance of private lands. Section 68 (b) of the Atomic 
Energy Act of 1954, which eliminated the statutory requirement (imposed by 
secs. 5 (b) and 7 of the Atomic Energy Act of 1946) that reservations of rights 
to fissionable materials be inserted in certain conveyances, did not contain a 
grant of authority for releasing reservations previously inserted in conveyances 
of private lands. Accordingly, the release of the reservations affecting the lands 


of the Redevelopment Agency of the City of Richmond cannot be accomplished 
through administrative action by the Housing Agency. 


29380—58——2 
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(The letter which was read in part follows :) 


HOUSING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 21, 1958. 
Hon. JOHN F. BALDWIN, 
House of Representatives, Washington, D.C. 

DeEAR CONGRESSMAN BALDWIN: This is in reply to your letter of April 2 con- 
cerning reservations made by the Federal Government of rights to any fission- 
able materials which might underlie certain lands conveyed to the Redevelop- 
ment Agency of the City of Richmond. These lands were formerly held by the 
Housing and Home Finance Agency in connection with Lanham Act war-hous- 
ing projects and now constitute a portion of a redevelopment project area. 

The letter which the Redevelopment Agency of Richmond sent to you on March 
28 correctly states the legal situation concerning the reservations of fissionable 
materials. The reservations were made in accordance with a requirement im- 
posed by Executive Order 9908 (12 F. R. 8223). Although that Executive order 
was repealed in February 1955 by Executive Order 10596 (20 F. R. 1007), no 
provision was made for releasing reservations which were previously made in 
connection with the conveyance of private lands. Section 68 (b) of the Atomic 
Energy Act of 1954, which eliminated the statutory requirement (imposed by 
secs. 5 (b) and 7 of the Atomic Energy Act of 1946), that reservations of rights 
to fissionable materials be inserted in certain conveyances, did not contain a 
grant of authority for releasing reservations previously inserted in conveyances 
of private lands. Accordingly, the release of the reservations affecting the lands 
of the Redevelopment Agency of the City of Richmond cannot be accomplished 
through administrative action by the Housing Agency. 

It should be noted that the problem is not peculiar to lands conveyed by the 
Housing Agency. Indeed, difficulties have arisen far more frequently in con- 
nection with lands conveyed by the Department of Defense, the Department of 
the Interior, and a number of other Federal departments and agencies. The 
resulting problem is receiving consideration by both the Atomic Energy Commis- 
sion and the Department of Justice. We understand that the Department of 
Justice is familiar with possible legislative approaches in this matter, and I 
therefore suggest that you ask them for technical assistance in the preparation 
of any legislation which you may care to sponsor. 

Sincerely yours, 
ALBERT M. Cote, Administrator. 


Representative Batpwin. So, Mr. Chairman, they have exhausted 
all administrative channels and find that the only possible way in 
which they can get these lands cleared of these reservations for fis- 
sionable materials is through legislation. 

I do want to express my warm appreciation to you, Mr. Chairman, 
for introducing this bill. I think that it is quite correct to solve this 
problem once and for all for all cities and other districts that have 
problems similar to the one the redevelopment agency of Richmond 
has, and I believe that this legislation is the answer to that problem. 

I hope very much that this committee will approve it so that it can 
be passed by the House and Senate during this session. 

Representative Howirievp. I am sure, Mr. Baldwin, that the mat- 
ter can be solved in the legislation. There are a couple of minor 
changes to be made in the bill in the way of technical amendments. 

On line 20, there is a typographical error. The word “releases” 
should be “releases,” and the “b” after “68” should be struck out, 
in view of the fact that the title of the section is changed. 

The Bureau of the Budget has approved the principle of this bill, 
and the committee, I am sure, will act favorably on it, and probably 
pass it onto the floor within the very near future. 

Representative Batpwin. Thank you very much, Mr. Chairman. 
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Representative Hotirrerp. Thank you for calling this matter to the 
attention of the committee. 

Now, on the part of the Atomic Energy Commission, Mr. Johnson 
and Mr. Spingarn are prepared at this time to speak on the bill. 


STATEMENT OF JESSE JOHNSON, DIRECTOR, DIVISION OF RAW 
MATERIALS, ATOMIC ENERGY COMMISSION, ACCOMPANIED BY 
EDWIN SPINGARN, OFFICE OF GENERAL COUNSEL 


Mr. Jounson. Mr. Chairman, in your statement and in the letters 
which you have placed in the record, I believe that the purpose of the 
legislation, the reasons for it have been fully covered, and Congress- 
man Baldwin’s testimony has emphasized the need for the legislation 
by pointing up specific problems. 

I have no further statement to make, but am prepared to respond 
to any questions you may have. 

Representative Hotirreitp. The Commission approves this bill, then. 
Do you suggest that the letter “d” in line 5 be stricken ? 

Mr. Jounson. I will refer that to our attorney, Mr. Spingarn. 

Representative Horrerecp. Mr. Spingarn / 

Mr. Sprncarn. Yes. The corrections suggested in the letter of June 
13 to which you made reference are the corrections which we believe 
would bring the bill to the situation we want it. 

Representative Horirretp. And the typographical error in line 20? 

Mr. Sprnearn. Yes, “releasees” rather than “releases.” 

Representative Hottrre.p. All right. Thank you. 

Mr. Spingarn, before you leave, do you care to comment on the 
problem involved in the difference between public and acquired lands ? 
What is the difference, for the record ? 

Mr. Sprncarn. Acquired lands are lands which are obtained by the 
United States through purchase or otherwise. Public lands consist 
entirely, or not entirely but for the most part, of those areas of land 
owned by the Federal Government which were included within the 
boundaries of the State at the time they were admitted into the Union. 
There is quite a distinction between the two, in the land laws. 

Representative Hoxirrerp. And the acquired lands are lands that 
have been subsequently purchased or acquired by the Government 
in condemnation ¢ 

Mr. Sprncarn. Yessir; that is right. 

Representative Houirrerp. In your opinion, the United States Gov- 
ernment will not be giving up any valuable rights under this bill? 

Mr. Sprnearn. No, sir. It 1s our view that no valuable rights are 
surrendered by virtue of this. 

Representative Hoxirretp. This is a blanket retention of rights, 
and therefore it covers many pieces of land which have no uranium 
ore of any kind. Isthat right ? 

Mr. Sprncarn. It covers all land. The reservation as initially en- 
acted had covered all land. It was removed by the 1954 Atomic 
Energy Act insofar as public lands were concerned. At that time, 
it was our intention and our objective to include acquired lands; but 
by virtue of the title to the section and the wording used, some doubt 
was raised as to whether or not it really placed into effect our ob- 
jective. This isto cure that. 

Representative HotirreLD. Thank you very much. 
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Mr. Tou. Mr. Spingarn, has there been an opinion of the Attorney 
General on this? Is that how the distinction was made between publie 
and acquired lands? How was the matter raised ? 

Mr. Sprnearn. We felt that it covered both public and acquired 
lands, and we consulted with the Department of the Interior, which 
had the same view. However, because of the fact that some people 
were raising a question about it, we did ask the Attorney General. 
He refrained from issuing an opinion, but suggested that legislation 
was the best course. 


Mr. Tout. There is no written opinion by the Attorney General 
on this subject? 


Mr. Sprncarn. We have a letter, but it is not in the nature of an 
opinion. It is an abstention from giving an opinion, but a suggestion 
that we seek legislation. 


Mr. Torx. Therefore, the purpose of this legislation is to have the 


same law apply to acquired lands as is now interpreted to apply to 
public lands’ 


Mr. Sprncarn. That is true, Mr. Toll. 
(Subsequent to the hearing, the chairman of the Joint Committee 


received the following letter dated July 16, 1958, pertaining to H. R. 
12603 :) 


HOovusE OF REPRESENTATIVES, 
GENERAL GOVERNMENT ACTIVITIES SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., July 16, 1958. 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Washington, D.C. 


Deak Mr. DurHamM: Two bills concerning the conveyance of fissionable- 
materials interest in tracts of land were passed yesterday on the House Private 
Calendar. They were H. R. 11933 and S. 2833; the latter, as you know, concerns 
a tract in your district of North Carolina. A few days prior to this action 
a similar bill, H. R. 12938, was passed on the Consent Calendar. 

The passage of these bills, all reported out of this subcommittee, was a 
reminder to me of a need of general legislation in this field. In the past few 
years a good many bills have been enacted releasing reservations of fissionable 
materials contained in conveyances of acquired land. This subcommittee heard 
these bills and in reporting them out recommended to the Atomic Energy Com- 
mission that general legislation be proposed which would enable releases of 
such reservations administratively rather than legislatively. 

The Atomic Energy Commission, as recently as its report to us on H. R. 
12938, pointed out that a bill, H. R. 12603, is presently pending in the House 
before your committee. This bill, they say, would amend section 68 b. of the 
Atomic Energy Act of 1954 to provide a legislative release of all outstanding 
source-material reservations. Its enactment would obviate the necessity for 
bills such as H. R. 12938, the Commission pointed out. Mr. Holifield, who is 
chairman of the Subcommittee on Military Operations, Government Operations 
Committee, said at the full committee meeting in which the bills I have men- 
tioned above were presented, that he had introduced H. R. 12603 for the Com- 
mission and was hopeful that it would be enacted during the 85th Congress. 

In view of the repeated submission to this subcommittee of legislation cover- 
ing these points and the apparent need for general legislation, I certainly join 
Mr. Holifield in hoping that H. R. 12603 will be enacted before this session 
closes. 

Sincerely, 


JACK Brooks, Chairman. 


Representative Horirtecp. H. R. 13120, the next bill to be consid- 
ered, was introduced, by request, by Mr. Durham on June 25, 1958. 
An identical bill, S. 4048, was introduced by Senator Anderson in the 
Senate on the same day. This bill is the so-called AEC omnibus bill, 
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which provides amendments to various sections of the act, as ex- 


plained in letter dated June 17, 1958, from Acting Chairman Vance 
to Mr. Durham. 


Without objection, I would like to insert in the record at this point 


a copy of the June 17, 1958, letter, together with a copy of H. R. 13120. 
(‘The letter referred to follows :) 


Unitep STaTEs ATOMIC ENERGY COMMISSION, 
Washington, D. C., June 17, 1958. 
Hon. Cart T. DuRHAM, 


Chairman, Joint Committee on Atomic Hnergy, 
Congress of the United States. 


Dear Mr. DurHAM: There is transmitted herewith a Commission proposal in 
the form of a draft bill which would amend the Atomic Bnergy Act of 1954, as 
amended, in several particulars. The proposed legislation is attached as ap- 
pendix A to this letter, and an analysis of the legislation is attached as appendix 
B. The proposals would provide the Commission with authority to— 

(1) Issue licenses for the possession of and to distribute special nuclear ma- 
terial within the United States for uses which do not expressly fall within the 
present provisions of section 53 a. 

(2) Request the Joint Committee on Atomic Energy to waive the 30-day 
waiting period relating to proposed agreements for cooperation, as provided for 
in section 123c. 


(3) Grant security clearances prior to completion of investigation in the event 
of a national emergency. 

(4) Increase compensation rates on a retroactive basis as pay increases for 
Government employees subject to the Classification Act are increased on a retro- 
active basis. 

(5) Clarify the Commission’s statutory authority to train employees. 

(6) Establish a succession of command within the Commission in the event 
of a national disaster. 

(7) Establish fixed charges under international arrangements for such pe- 
riods of time as the Commission deems necessary or desirable for processing, 
fabricating, etc., of source, byproduct, special nuclear, and other materials. 

(8) Authorize the Commission to enter into long-term contracts in certain 
limited areas. 

(9) Dispose of contractor and subcontractor records in accordance with a 
records-disposal schedule agreed upon between the Commission and the General 
Accounting Office. 

Proposals numbered (1), (3), (6), (7), and (9) were forwarded to the 
Congress on July 25, 1957. These proposals are incorporated in the draft bill, 
attached, as a matter of convenience, inasmuch as they were not considered 
during the Ist session of the 85th Congress. In addition, the Commission has 
expanded its original long-term contract proposal, as set forth in proposal No. 8, 
which it submitted in a more limited form to the Congress last year. 

By this letter, the Commission is requesting the withdrawal of two proposals 
submitted to the Congress in 1957. The first is a proposed amendment to sec- 
tion 55 which would have authorized the Commission to enter into long-term 
contracts for the purchase of special nuclear material outside of the United 
States. The second proposal is one which would have authorized the Commis- 
sion to make long-term contracts in connection with cooperative arrangements, 
as described in section 261 a. (2). Our request for the withdrawal of these two 
amendments is being made, in the case of the first proposal, for the reason that 
the method of purchase of special nuclear material outside of the United States 
and the term of contract is now under further study, and, in the case of the 
second proposal, it would appear that the long-term contract authority can be 
requested, where appropriate, at the time the particular cooperative arrange- 
ments are brought before the Joint Committee on Atomic Energy for authoriza- 
tion pursuant to section 261 a. (2). 


The Bureau of the Budget has advised that it has no objection to our sub- 
mission of these proposals. 


We shall be happy to discuss these matters with the Joint Committee at your 
earliest convenience. 


Sincerely yours, 


H. S. VANCE, 
(For the Chairman). 
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(The bill referred to follows :) 


_ [H. R. 18120, 85th Cong., 2d sess.] 
A BILL To amend the Atomic Energy Act of 1954, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection a. of section 53 of the Atomic 
Energy Act of 1954, as amended, is amended by deleting “or” at the end of para- 
graph “(2)”; by changing the period at the end of paragraph “(3)” to a semi- 
colon ; and by adding the following at the end of the subsection : 

“(4) for such other uses as the Commission determines to be appropriate 
to carry out the purposes of this Act.” 

Sec. 2. Section 123 c. of the Atomic Energy Act of 1954, as amended, is amended 
by substituting a colon for the period at the end thereof and adding the following: 
“Provided, however, That the Joint Committee, after having received such agree- 
ment for cooperation, may by resolution in writing waive the conditions of all or 
any portion of such thirty-day period.” 

Sec. 3. Section 145 of the Atomic Energy Act of 1954, as amended, is amended 
by adding at the end thereof the following new subsection: 

“ge. Whenever the Congress declares that a state of war exists, or in the 
event of a national disaster due to enemy attack, the Commission is author- 
ized during the state of war or period of national disaster to employ indi- 
viduals and permit their access to Restricted Data pending the investigation 
report, and determination required by section 145 b., to the extent that and 
so long as the Commission finds that such action is required to prevent 
impairment of its activities in furtherance of the common defense and 
security.” 

Sec. 4. Section 161 d. of the Atomic Energy Act of 1954, as amended, is amended 
by adding after the word “responsibility” the following sentence: “Such rates 
of compensation may be adopted by the Commission as may be authorized by 
the Classification Act of 1949, as amended, as of the same date such rates are 
authorized for positions subject to such Act.” 

Sec. 5. Section 161 n. of the Atomic Hnergy Act of 1954, as amended, is amended 
by deleting the first proviso and substituting in lieu thereof the following: 
“Provided, however, That (1) not more than one per centum of the eligible 
employees shall be so assigned at any one time to full time off-the-job training 
or educational activities; (2) the limitation in (1) above shall not apply to 
the assignment of employees to Commission cost-type contractors, or to other 
Federal agencies, or to training courses or programs conducted by Commission 
personnel or in its own facilities, or to courses of instruction or training programs 
which do not exceed eighty hours of instruction or training; and (3) any such 
assignment shall be approved in advance by the Commission or shall be in accord- 
ance with a training program previously approved by the Comraission.” 

Sec. 6. Section 161 of the Atomic Energy Act of 1954, as amended, is amended 
by adding the following new subsections: 

“t. establish a plan for a succession of command which will assure the 
continuity of direction of the Commission’s operations in the event of a 
national disaster due to enemy activity. Notwithstanding any other pro- 
vision of this Act, the person or persons succeeding to command in the event 
of disaster in accordance with the plan established pursuant to this subsec- 
tion shall be vested with all of the authority of the Commission: Provided, 
That any such succession to command and vesting of authority shall be 
effective only in the event and as long as a quorum of three or more members 
of the Commission is unable to convene and exercise direction during the 
disaster period: Provided further, That the disaster period includes the 
period when attack on the United States is imminent and the post-attack 
period necessary to reestablish normal lines of command. 

“yu. Enter into agreements pursuant to the terms of an international ar- 
rangement or an agreement for cooperation for such periods of time as the 
Commission may deem necessary or desirable to provide for the processing, 
fabrication, separating or refining in facilities owned by the Commission of 
source, byproduct, or other material or special nuclear material: Provided, 
however, That the Commission shall make such charges for such services as 
will provide reasonable compensation to the Government for such services 
and will not discourage the development of sources of services in the United 
States independent of the Commission. 

“v. (1) Enter into contracts for such periods of time as the Commission 
may deem necessary or desirable, but not to exceed five years from the 
date of execution of the contract, for the purchase or acquisition of reactor 
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services or services related to or required by the operation of reactors, in- 
cluding but not limited to chemical processing or reprocessing of irradiated 
material or fission products; 

“(2) Enter into contracts for such periods of time as the Commission may 
deem necessary or desirable for the purchase or acquisition of any supplies, 
equipment, materials, or services required by the Commission whenever the 
Commission finds that the furnishing of such supplies, equipment, materials, 
or services will require the construction or acquision of special facilities by 
the vendors or suppliers thereof. Such contracts shall be entered into for 
periods not in excess of five years following the completion of the con- 
struction or acquisition of the special facilities and in no event in excess 
of ten years from the date of execution of the contract. 

“(3) In addition to the authority provided in section 164, enter into con- 
tracts for such periods of time as the Commission may deem necessary or 
desirable for the furnishing of utility services: Provided, however, That 
no contract entered into pursuant to this authority shall be for a term in 
excess of ten years. 

“Provide that such contracts may contain provisions which limit the ob- 
ligation of funds to estimated annual deliveries and services and the unam- 
ortized balance of such amounts due for special facilities as the parties 
shall agree is chargeable to the performance of the contract. Any appro- 
priation presently or hereafter made available to the Commission for operat- 
ing expenses shall be available for payment of such costs which may arise 
from cancellation as the contract may provide. The term “special facilities” 
as used in this subsection means any land and any depreciable buildings, 
structures, utilities, machinery, equipment, and fixtures necessary for the 
production or furnishing of such supplies, equipment, materials, or services 
and not available to the vendors or suppliers for the performance of the 
contract.” 

Sec, 7. Section 166 of the Atomic Energy Act of 1954, as amended, is amended 
by adding the following proviso at the end thereof “; And provided further, 
That nothing in this section shall preclude the earlier disposal of contractor and 
subcontractor records in accordance with records disposal schedules agreed 
upon between the Commission and the General Accounting Office.” 


Representative Hoxtirietp. This morning we are scheduled to hear 
from representatives of the Atomic Energy Commission concerning 
this bill. I understand that the principal witnesses will be Mr. 


R. E. Hollingsworth, Assistant General Manager, and Mr. Eason of 
the Office of General Counsel. 


We are pleased to have you with us this morning, gentlemen. 
Would you please proceed. 


STATEMENT OF R. E. HOLLINGSWORTH, ASSISTANT GENERAL 
MANAGER FOR ADMINISTRATION, ATOMIC ENERGY COMMIS- 
SION; ACCOMPANIED BY OSCAR SMITH, DIRECTOR, DIVISION OF 
ORGANIZATION AND PERSONNEL; E. J. BLOCH, DIRECTOR, DIVI- 
SION OF PRODUCTION; W. K. DAVIS, DIRECTOR, DIVISION OF 
REACTOR DEVELOPMENT; ROBERT LOWENSTEIN, OFFICE OF 
GENERAL COUNSEL; CLARK VOGEL, ASSISTANT DIRECTOR FOR 
OPERATIONS, DIVISION OF INTERNATIONAL AFFAIRS; CHARLES 
EASON, OFFICE OF GENERAL COUNSEL; EDWIN E. SPINGARN, 
OFFICE OF GENERAL COUNSEL; AND WILLIAM D. ENGLISH, 
OFFICE OF GENERAL COUNSEL 


Mr. Hotiineswortn. Mr. Chairman, I have a prepared statement. 
It is largely a review, section by section, of the proposals that we are 
asking you to consider today. I will be happy to read the statement 
if you so wish. 

Representative Horrrrevp. All right, you may proceed. 
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Mr. Hotirneswortu. Mr. Chairman and members of the committee, 
the Commission has been asked to discuss this morning S, 4048 and 
H. R. 13120 which would amend the Atomic Energy Act of 1954, as 
amended, in several particulars. The amendments provided for in 
S. 4048 and H. R. 13120 were proposed by the Commission. We 
believe that these will aid the Coactindns in carrying out its ad- 
ministrative functions and, at the same time, assist the Commission 
in its far-reaching responsibilities for the development, use and con- 
trol of atomic energy. 

While members of the Commission staff present here this morning 
will be prepared to discuss in more detail the various amendments 
contained in the proposed legislation, I would like to review briefly, 
— by section, the proposals which we are asking you to consider 
today. 

bien 1, amendment to section 53 a.: Section 1 would amend 
section 53 a. of the Atomic Energy Act of 1954, as amended, to au- 
thorize the Commission to issue special nuclear material licenses for 
uses which are not presently specifically enumerated in the act. 
Section 53 a. authorizes the Coepstenion to license the possession of 
and to distribute special nuclear material for use in the conduct 
of section 31—research and development activities, or for use under 
a section 104 or 103 license. The proposed amendment would add a 
fourth category of uses doting by the Commission to be appro- 
priate to carry out the purposes of the act. 

Generally, the proposed authority would permit the licensing of 
special nuclear material for numerous industrial uses not now author- 
ized. The Commission believes that the Congress did not intend to 
restrict the Commission’s discretion to distribute special nuclear 
material for worthwhile industrial or other purposes in which the 
special properties of special nuclear material are significant. The 
amendment is therefore not considered as constituting a material 
change in the act but as the correction of a drafting deficiency. For 
example, routine oil-well exploration is not strictly research and 
development but an industrial use of special nuclear material. At the 
present time, the Commission cannot issue licenses for such opera- 
tions except those which are in an experimental stage. 

Representative Horrrieitp. Do you have any example of industrial 
uses other than the oil-well exploration ? 

Mr. Hoxtirncswortn. That is the only one at the moment, Mr. 
Chairman, but I might ask Mr. Lowenstein to comment on possible 
potential uses. 

Mr. Lowenstern. Mr. Chairman, there are a number of other 
a uses which are now in a research and development stage. 

em: some day some of these will become routine industrial uses. 
Among the possibilities of which I have been informed are the use of 
irradiated fuel elements as a source of radiation for such things as the 
sterilization of food and drugs or as a source of radiation for other 
industrial purposes. 

There are potential industrial uses for plutonium, as a source of 
neutrons, for the irradiation of materials for a variety of industrial 
purposes. 

hese potential uses are now in the research and development stage 
and we have no difficulty licensing them under section 53 a. as it 
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stands now. But one never knows when the thing may more closely 
approximate or approach industrial uses, and then we would have 
difficulty licensing those uses, under the present wording of section 53. 

Representative Hoxtrrevp. Is it not true that we have about 1,100 
industrial uses now for radioactive isotopes? 

Mr. Lowenstern. Yes, sir. 

Section 81, under which we license isotopes, is worded considerably 
more broadly than is section 53. 

Representative Hortrreip. Section 53, then, refers to special nu- 
clear material as distinguished from isotopes ? 

Mr. Lowenstein. That is right; yes, sir. 

Representative Hoririexp. I have had several letters from oil-well 
exploration companies in California on this matter. Is it your 
opinion now that this will make it possible for you to release material 
to them to pursue their industrial objectives ? 

Mr. Lowensrern. Yes, sir. There is in particular one company in 
California at the present time which is approaching an industrial 
use, a routine industrial use of special saci material in oil-well 
logging. 

tepresentative Hortriretp. What is the name of the company ? 

Mr. Lowenste1n. Their name is McCullough Tool Co. We are 
having difficulty granting them a license under the present wording 
of the statute. 

Representative Horirteip. That is one of the companies that I have 
received a letter from on this matter. 

Mr. Toit. Mr. Lowenstein, I notice in reading section 53 that sec- 
tion 53 ¢. pertains to the reasonable charge which the Commission 
should make, and it speaks of subheads 1, 2, and 3. 

Should that section not also be amended to say that the Commission 
shall or may make a reasonable charge for these materials to be dis- 
tributed under new subsection 53 a. (4) ¢ 

Mr. Lowenstein. Yes; I think it probably should. 

Mr. Tou. If these are contemplated to be industrial uses, normally 
the Commission would make a reasonable charge. 

Mr. Lowenstern. That is right. 

Representative Horirtetp. So you would have no objection, then, to 
an amendment which would make the reasonable charge which was 
required in 53 c. (2) and (3) apply to (4). 

Mr. Lowenstetn. That is correct. 

Representative Price. May I ask a question ? 

Since this is an amendment only to 53 a., would not the charges 
in the subsequent paragraph refer to the amended sections as well 
as the existing section ? 

Representative Horirrerp. As I read the paragraph here, it refers 
specifically to the numbers in parentheses above, and we had another 
parenthesis before. 

Representative Price. It refers specifically. 

Representative Horirrevp. Yes. 

Is there any further testimony on that point ? 

Mr. Hotiincsworrn. I do not believe so, Mr. Chairman. 

Representative Horrrtetp. All right: let’s go to section 2. 

Mr. Hottincswortn. Section 2, agreements for cooperation, 30- 
day waiting period. Section 2 would amend section 123 c. of the 
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Atomic Energy Act of 1954, as amended, to provide that the Joint 
Committee after having received a proposed agreement for coopera- 
tion, together with the approval and determination of the President, 
may by resolution in writing waive the conditions of, or all, or any 
portion of the 30-day w aiting period presently provided for in sec- 
tion 123 ¢. 

Section 123 c. provides that no cooperation with any nation or 
regional defense organization pursuant to sections 54, 57, 64, 82, 103, 
104, or 144 shall be undertaken until the proposed agreement for 
cooperation, together with the approval and the determination of 
the President, has been submitted to the Joint Committee and a period 
of 30 days has elapsed while Congress is in session. In computing 
such 30 days, there shall be excluded the days on which either House 
is not in session because of an adjournment of more than 3 days. 

The proposed amendment is the outgrowth of disc assibns on nu- 
merous occasions at executive hearings before the Joint Committee 
where it was pointed out that, on occasion, certain agreements for 
cooperation did not reach Congress prior to 30 days before adjourn- 
ment and, accordingly, under the existing provisions of section 123 ¢ 
the agreements could not be made effective until the next session of 
the Congress, thereby imposing considerable delay in the implemen- 
tation of such agreements. The proposed amendment would over- 
come this problem in that it would provide that the Joint Committee, 
after having received such agreement for cooperation, may by reso- 
lution in writing waive the conditions of, or all, or any portion of 
the 30-day waiting period. (See sec. 164 for comparable language. ) 

Representative Hoxirietp. This would refer strictly to the agree- 
ments for cooperation for peacetime purposes, would it not? 

Mr. Hoxtirnesworts. Mr. Vogel ? 

Mr. Vocex. It would not, Mr. Chairman. It would apply not only 
to the agreements for peaceful uses, but agreements for defense pur- 
poses under 144 b., which in turn refers to 123, 

Representative Pricr. That is referred to in the recent bill, is it 
not ? 

Mr. Tout. In the recent bill, as Mr. Price points out, a new subsec- 
tion 123 d. was added, which is applicable to subsection 91 ¢., 144 b., 
and 144c., which are the sections of the act pertaining to exchange of 
military information and material. And this amendment would not 
affect 123 d., but would affect 123 c. 

Mr. Sprncarn. Thatisright. Itis confined to 123 c. 

Mr. Totx. If there are any other military uses that could be trans- 
mitted under 123 c., perhaps it should be brought to the attention of the 
committee. 

Mr. Voce.. I would withdraw my answer. I am not competent to 
speak to the new legislation, due to my absence from the country in 
May and June. 

Representative Hortrm.p. I would say this much. If this applied 
to 123 d., I personally would oppose it. 

Mr. Sprncarn. No, it is limited to 123 c¢., sir. 

Representative Horirretp. And you make a point about bringing 
these before Congress within the last 30 days. How many agree- 
ments were held up last year on this matter. Were there any? 
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Mr. Vocet. I do not believe there were any held up last year, sir. 
There were several held up the year before. Also last year there 
was an agreement entered into, a power agreement, negotiations 
completed “and sent to the Joint Committee after the C ongress had 
adjourned. 

Chairman Durnam. Would this apply to adjournments? 

Mr. Vocer. The amendment is intended to authorize the Joint 
Committee to waive the requirement either during adjournments or 
when the Congress is in session. 

Re _presentative Price. Mr. Chairman. 

When you say held up, you mean that they arrived so late in 
the session that they had to wait over until the next session ? 

Mr. Vocer. That is correct. 

Representative Price. You do not mean they were held up before 
presentation to the Congress ¢ 

Mr. Voce. Nosir. 

Representative Horirreip. Well, you know the difficulty of bringing 
the committee into session to act on a thing of this kind during ad- 
journment, that this is an almost insuperable difficulty. I would 
think that if you were diligent in negotiating these agreements you 
could bring them to the Congress w hile the C ongress is in session. I 
personally ‘do not think it would be a good policy to bring these agree- 
ments up so the committee could not get together and ‘discuss them 
and pass upon them as a committee. 

Mr. Touu. Is the main purpose of these amendments that, if you 
were to submit one 25 days before Congress was to adjourn, then if 
the committee wanted to, it could, just before adjournment, consider 
these and waive the balance of the w aiting period 4 

Mr. Hotiincswortn. That is one purpose. 

Representative Horirtetp. I hope the Commission does not con- 
template presenting a group of these within the last few days of Con- 
gress, which would handicap the committee in an orderly considera- 
tion of such matters, and expect the committee to utilize the escape 
clause here in a lazy way. 

Chairman Dcuruam. How many do you have pending now ? 

Mr. Vocen. I believe there are four pending at the present time. 

Representative Hortrrep. When do you expect to get them up 
to us? 

Mr. Voce. They are before the committee now. 

Representative Horirieip. They are pending before our committee ? 

Do you have any others not pending which you plan to bring up 
between now and adjournment ? 

Mr. Voce. No, sir. 

Mr. Tou. The committee has been informally advised, or at least 
the staff of the committee, of an amendment to the Agreement for 
Cooperation with Brazil, I believe the research bilater al, to increase 
the amount of material. 

Mr. Voce. I believe that amendment was transmitted to the com- 
mittee this morning. 

Mr. Ramey. How about the agreement with the International 
Atomic Energy Agency ¢ 

Mr. Voorn. It has not vet. been approved by the Board of Gover- 
nors, and it does not appear that it will be approved at this session, 
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but it looks good for approval at the next meeting of the Board in 
September. 

Representative Hoiirretp. Would that type of agreement be sent 
up to the committee during adjournment for a waiver of considera- 
tion, a waiver of the time period ? 

Mr. Voce. I would not like to answer that question in the absence 
of having the actual problem before us. It is possible that we would 
send it up if it looked to be in the overall interest of the United States 
to do so, sir. 

Mr. Ramey. This amendment might be of some help in the Euratom 
agreement in the event the Senate were to approve the international 
arrangement, and then the agreement for cooperation. The time as- 
pect would be rather close, without this provision. 

Mr. Vocex. That is right, Mr. Ramey, but I believe that in the 
Euratom legislation itself there was a similar provision specifically 
directed toward the community. 

Representative Hoxtrrep. That comes up under section 124 any- 
way, does it not? 

Mr. Vocer. It comes under both. There is a section 124 interna- 
tional arrangement to be followed by the section 123 agreement for 
cooperation. 

Mr. Tout. For the record, the provision you referred to, section 
8 of H. R. 13119, would apply this same authority, would extend the 
same authority, to the Joint Committee to waive the 30-day period 
for the Euratom agreement alone. 

Mr. Vocex. That is right. 

Mr. Tox. If this bill were to become law prior to the Euratom 
agreement, then section 8 would not be necessary in the Euratom bill. 

Mr. Vocet. Section 8 of the Euratom bill? 

Mr. Tor. Yes. 

Mr. Vocet. That is right. 

Mr. Hoiirneswortnh. Mr. Chairman, I believe that the principal 
purpose of this amendment is that which Mr. Toll mentioned earlier. 
That is, namely, should an agreement be before the committee and 
the committee has considered it prior to the adjournment of Con- 
gress, then if the committee desired to do so it could then waive the 
30-day period without having it carried over into the next session. 

Representative Hotrrreip. In other words, it permits it, and the 
committee could do so if it so desired. 

Mr. Hoxurncswortn. That is right. 

Representative Hoxrrievp. If it did not desire it, the 30-day period 
would have to run while Congress was in session, which would neces- 
sitate carrying it into the following session ? 

Mr. Houirncsworrn. Yes, sir. 

Representative Horirrevp. Are there any further questions? 

This would not involve bringing up agreements during the time 
Congress is not in session at all? It would have to come up within 
the last few days of the current session, in other words, while Con- 
gress is in session, in order for the Joint Committee to exercise this 
permissive power / 

Mr. Hotirecswortu. I am advised that it could come up while the 
Congress is not in session. Certainly the intent here, Mr. Chairman, 
is that one purpose of this amendment would be for those that came 
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up while Congress was in session, but there is nothing to prevent 
one coming up while Congress is not in session. 

Chairman Durnam. Well, you have the authority on the domestic 
side now, do you not? 

Mr. Hotiineswortu. Yes. 

Mr. Tou. It is similar to the 45-day waiver on the domestic power 
program ? 

Mr. Hotirneswortu. Yes. 

Chairman Duruam. We have, of course, waived, I believe, 2 or 3 
of those, have we not? 

Mr. Houitineswortu. Yes, sir. 

Representative Honirrerp. You mean during adjournment? 

Mr. Hoiirneswortn. Yes. 

Mr. Ramey. On Consumers and Northern States. 

Representative Price. Didn’t we take a poll of the committee? 

Mr. Ramey. We had a meeting, Mr. Price, and then we polled the 
committee on the recommendations of the subcommittee. 

Representative Horirrecp. Are there any further questions on sec- 
tion 2% 

(No response. ) 

(Subsequent to the hearing the following letter dated July 14, 1958, 
was received by the committee :) 


UnitTep States ATOMIC ENERGY COMMISSION, 
Washington, D. C., July 14, 1958. 
Mr. James T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. RAMEY: You will recall that during the hearing on AEC omnibus 
legislation on July 10 there was some discussion of the intent of the proposed 
amendment to permit waiver of the 30-day waiting period for bilateral agree- 
ments. At your suggestion and for the purpose of clarifying the record in this 
regard, I am transmitting herewith a copy of Mr. Strauss’ letter of January 
10, 1958, to Mr. Durham which explains the background and purposes of the 
proposed amendment. 

Sincerely yours, 
R. E. HottinesworrtH, 
Assistant General Manager for Administration. 


JANUARY 10, 1958. 
Hon. Cart T. DurRHAM, 


Chairman, Joint Committee on Atomic Bnergy, 
Congress of the United States. 


Dear Mr. DurHAM: Dr. Libby has told me of his recent conversation with 
you concerning an amendment to section 123 of the Atomic Energy Act which 
would permit the Joint Committee to waive the 30-day waiting period for bi- 
lateral agreements for cooperation. You may recall that several members of 
the committee have indicated the desirability of such an amendment on past 
occasions ; and during the 84th Congress, at the request of the committee’s staff, 
the Commission informally submitted proposed amendatory language. 

There are several good reasons why a change in the act is indicated. First 
is the fact that every year since the advent of the bilateral program several 
agreements transmitted to the committee have failed to meet the 30-day re 
quirement before adjournment. This prevents the negotiated arrangement from 
entering into force for a varying period of 4 to 6 months. Further, the in- 
flexibility of the waiting period inherently creates an administrative burden 
in the closing months of the session, both at the Commission and at the White 
House where the agreement must be approved before it is sent to the Joint 
Committee. Our experience over the past several years demonstrates that the 
desire to conclude negotiations 30 days prior to the scheduled adjournment of 
the Congress creates a disproportionate amount of work during the month of 








18 AEC “OMNIBUS” BILL 


June. We believe that if the Joint Committee had authority to waive the re- 
quirement the conclusion of negotiations could be more easily spread. 

Most important, however, is the fact that under the law as it now exists it is 
impossible to enter into agreements during the months that Congress is not in 
session. For example, since Congress adjourned in August we have concluded 
negotiations with the Government of Venezuela for a comprehensive type power 
reactor; yet the agreement cannot enter into force until 30 days have elapsed 
after Congress reconvenes. Such a lag affects immediate implementation of 
an agreed arrangement. Should such a situation exist with respect to the 
agreements we expect to negotiate with the International Agency and with 
Euratom the delay could have serious effects. 

We will be glad to resubmit language to accomplish this purpose, to testify 
in its behalf, or take any other steps you may suggest. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 

Representative Houirietp. Section 3 of the bill. 

Mr. Hotirncswortn. Section 3—Clearance in the Event of a Na- 
tional Emergency. Section 3 would amend section 145 of the Atomic 
Energy Act, as amended, by adding at the end thereof a new sub- 
section which would permit the delegation of authority to grant 
security clearances prior to completion of investigation in the event 
of a national emergency. 

Section 145 b. of the Atomic Energy Act of 1954, as amended, pro- 
vides that, except as authorized by the Commission or the G seneral 
Manager, upon a determination by the Commission or General Man- 
ager that such action is clearly consistent with the national interest, 
no individual shall be employed by the Commission, nor shall the 
Commission permit any individual to have access to restricted data 
until the Civil Service Commission shall have made an investigation 
and report to the Commission on the character, associations, and 
loyalty of such individual, and the Commission shall have deter mined 
that permitting such person to have access to restricted data will not 
endanger the common defense and security. 

Section 161 0. of the Atomic Energy Act of 1954, as amended, pro- 
vides that in the performance of its functions, the Commission is 
authorized to delegate to the General Manager or other officers of 
the Commission any of those functions assigned to it under the act, 
except those specified “in sections * * * 145 b.” (with respect to the 
determination of those persons to whom the Commission may reveal 
restricted data in the national interest). This reference to section 
145 b. is directed to the exception authority expressed therein which 
has been used by the Commission to afford access to restricted data 
on a very limited basis to individuals by reasons of their top level 
position or urgent need for interim clearance. 

Rather than amending section 161 0. and clarifying the authority 
of the Commission under the exception provision of section 145 b., 
the Commission feels that it would be more appropriate to establish 
a separate subsection under section 145 which would provide the 
Commission with the necessary authority (pending completion of 
investigation and determination under the general provisions of sec. 
145 b.) to permit field personnel to grant security clearance prior to 
completion of investigation in the event of a national emergency. 

The Commission is of the opinion that the standard “clearly con- 
sistent with the national interest” is one which should not be 
applied on a decentralized basis. In a large scale reconstruction of 
the Commission’s program in the event of a national disaster due to 
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enemy attack, many individuals would have to be cleared in order to 
perform construction and maintenance work on a crash basis. It 
would place the Commission in a difficult position if, under such cir- 
cumstances, it were required to determine that each emergency clear- 
ance was “clearly consistent with the national interest,” a standard 
which would not seem consistent with the calculated risk nature of 
such a reconstruction program where access to restricted data was 
involved. 

Chairman Durnam. Would that apply to civil defense or if the 
National Guard was called in or anything like that in a case of emer- 
gency, or would it apply only to your personnel ? 

Mr. Hotitinesworrn. Mr. English, would you reply ? 

Mr. Eneuisu. It would apply to anyone who required restricted 
data, sir, as long as access to restricted data would be involved. 

Representative Horirretp. Are there any questions? 

Mr. Toru. In the event of a national emergency, is it contemplated 
that construction and maintenance workers would need a security 
clearance ? 

Mr. Eneuisu. The language used in the proposal is “* * * in the 
event of a national disaster due to enemy attack”, and what we con- 
templated is the possibility that an enemy attack would destroy or 
disable some of our plants, such as Oak Ridge or something like that, 
Savannah River, where we would need a large-scale immediate con- 
struction program. In that case, there would be a limited type of 
access to restricted data. Qualified access probably would be the limit 
of it, but nevertheless that would be required on the part of a large 
number of workers who would have to come into the restricted area 
at times, and begin work immediately. 

Representative Horirretp. You speak of a national emergency here; 
you use that term. Do you refer to a national emergency declared by 
the President ? 

Mr. Eneuisu. No. The conditions are, in order for this to become 
operative, a state of war exists, which would be of course declared by 
Congress, or a national disaster due to enemy attack. It would not 
include a national emergency declared by the President unless that 
were coupled with an enemy attack. 

Representative Hotirietp. Then, this would apply, as I understand 
it, this new section, only to a wartime situation where an enemy had 
attacked the country and where damage had been incurred, and then 
the Commission would be granted the right to make wholesale clear- 
ances without the investigation of the individuals. 

Mr. Eneuisu. Yes, sir. 

Mr. Ramey. Don’t you have a little language problem there about 
the employment of individuals applying only to Commission 
personnel ? 

Mr. Eneuisu. Yes. 

Mr. Ramey. Should that not be broadened to include contractor 
personnel ? 

Mr. Enetisu. Mr. Ramey, I think we sent a letter up last year to 
include contractor employees, because primarily we were concerned 
with the construction worker who would be a contractor employee. 
And that language really should read “to employ individuals and to 
permit individuals access to restricted data.” 
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Representative Hottrretp. Where does that language go? Line 14? 
Give us the language again. “To employ individuals” ? 

Mr. Eneuisu. That is, beginning with line 13, “to employ indi- 
viduals and to permit,” adding to line 13, “and to permit individ- 
uals access to restricted data,” striking “their” and substituting 
“individuals.” 

Mr. Houirneswortn. Mr. Chairman, with respect to your earlier 
comment, I might point out that this clearance would be granted 
pending the completion of the investigative report by the FBI or the 
Civil Service Commission. 

Representative Houirtetp. Now let’s have the language as it would 
read after amendment, beginning with “The Commission is author- 
ized during a state of war.” 

Mr. Eneuisy (reading) : 


* * * or a period of national disaster, to employ individuals and to permit 
individuals access to restricted data pending the investigation report and deter- 
mination required by section 145b. 

There is no change from there on. 

Representative Horirrecp. After the word “individuals” in line 14, 
we insert “and to permit individuals.” Isthat right? 

Mr. Eason. Mr. Holifield, are you working from the Senate bill 
or the House bill? I think they are a little different in form. 

Representative Hoiirretp. I am working on H. R. 13120. 

Mr. EncuisH. Yes, that is correct, sir. 

Representative Hotirrre.p. That does not read right. 

Mr. EneoutsH. Well, you substitute, on line 14, for the word “their”, 
after “permit”, the word “individuals”, and add the word “to” on 
line 14 between “and” and “permit” so it would read, “and to permit 
individuals access to restricted data.” 

Representative Horirieip. Let me see if I have it right. “To em- 
ploy individuals and to permit individuals access to restricted data 
pending the investigation report.” Isthat right? 

Mr. Eneuisx. Yes, sir. 

: en see Ho.irrevp. So you strike out the words “permit” and 
their. 

Mr. Eneutsu. No, the word “their” is the only word stricken. 

Chairman DurHam. It looks to me as if you could simplify it by 
saying, “or period of national disaster to permit individuals access to 
restricted data” without using the word “individuals” twice. Why 
do you have to use it twice ? 

Mr. Eneuisu. As the act presently reads, sir, section 145 b. requires 
that before the Commission can employ an individual, and before the 
Commission can permit an individual access to restricted data, there 
must be the appropriate investigation and clearance determination. 
So that there are two conditions involved here. One is access to re- 
stricted data, and the other is employment. 

Representative Hotirrexp. J think I have got it right now. 

In line 14, after the word “and”, you insert the word “to.” Then 
you strike out the word “their” and insert “individuals” ? 

Mr. EnouisH. That is correct, Mr. Chairman. 

Representative Hottrretp. Are there any further questions on this 
point ? 

(No response. ) 
Representative Horie. Section 4. 
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Mr. Hotirnesworrn. Section 4—Authority to enable AEC to in- 
crease compensation rates on a retroactive basis as pay increases for 
employees subject to the Classification Act are increased on a retro- 
active basis. Section 4 would amend section 161d of the Atomic 
Energy Act of 1954, as amended, so as to provide that rates of com- 

ensation may be adopted by the Commission as authorized by the 

lassification Act of 1949, as amended, as of the same date such rates 
are authorized for positions subject to such act. ; 

Under the Atomic Energy Act of 1954, as amended, the Commis- 
sion may set rates of compensation for AEC employees at rates not 
to exceed rates applicable to employees subject to the Classification 
Act for positions of equal responsibility and difficulty, excepting such 
officers and employees whose compensation is fixed by law, and scien- 
tific and technical personnel. Such rates, however, may not be effec- 
tive for AEC employees until administrative action is taken by AEC 
to adopt such rates. For example, in 1951, when a pay raise was 
granted to classified personnel, the Commission, lacking the statutory 
authority to make a retroactive pay raise, had to obtain special legis- 
lation in order to make the pay raise retroactive for AEC employees. 
The Federal Pay Act of 1955 contained special language to authorize 
agencies, such as the AEC, to make retroactive payments. The Execu- 
tive Pay Act of 1956 did not have similar language and certain AEC 
employees did not get increases effective as of the same date other 
Government employees received such increases. 

I might point out that the recent 1958 pay bill did authorize AEC 
to make retroative payments. The proposed amendment is intended 
to correct the above technical deficiency in section 161 d. 

Chairman Durnam. I thought that cured that problem. Why do 
we have to do this now? Can’t you proceed on that basis at the 
present time? 

Mr. Hotirneswortu. Mr. Durham, whenever the Pay Act specifi- 
cally authorizes the AEC to make payments on a retroactive basis, 
then we can doso. 

As we point out, there have been several occasions in which the pay 
bill as passed did not contain such provision, and this would permit 
the AEC to make retroactive payments whenever a pay bill was 
passed which permitted that for the Government as a whole. 

Chairman Durnam. As I recall, we though we had cured that when 
we passed that special act. Do you mean it does not apply at the 
present time ? 

Mr. Hotiincswortu. There is no problem at the present time, Mr. 
Durham, because the 1958 Pay Act did authorize AEC to make the 
salaries retroactive in the same manner as they were made retroactive 
for the other agencies of government. 

Representative Van Zanpr. What pay bill was that, now ? 

Mr. Hotirneswortu. The 1958 pay bill. 

Representative Van Zanpr. Mr. Chairman, as I understand it then, 
unless the law is amended further, there are some employees who can- 
not legally collect back pay, even though the Pay Act of 1958 did 
contain language that provided authority to cover some. Is that right? 

Mr. Eason. No, Mr. Van Zandt. What we are attempting to do here 
is to clarify or, rather, extend the authority we now have. At the 
present time the section that we are seeking to amend does not permit 
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us to make a retroactive pay increase. If the Congress would pass a 
pay bill which did not specifically pick up the agencies not under the 
Classification Act, our employees could not be paid retroactively. 

Chairman Durnam. In other words, you have got to be included in 
each act ? 

Mr. Eason. We do, sir. And if inadvertently or otherwise we are 
not included, we cannot do this. 

Chairman Durnam. Does that apply toa good many agencies ? 

Mr. Eason. It does. 

Representative Price. If the pay bill were passed and made retro- 
active to Government employees, would you then be covered ¢ 

Mr. Eason. If it only dealt with classified employees, we would not 
be covered. The pay bill would have to include other agencies that are 
not particularly under the Classification Act. 

Representative Price. I do not quite understand it. 

If a general pay bil were passed, increasing the wages and salaries 
of all Government employees, you say that if it applied only to classi- 
fied employees, then the nonclassified employees would not be covered ? 

Mr. Eason. We would not be covered. 

Representative Price. Would they be covered in any other agency ? 

Mr. Eason. If the pay bill applied only to classified employees under 
the Classification Act, we would not be included. 

Representative Price. But your classified employees would be cov- 
ered, would they not ? 

Mr. Eason. Our employees are not classified employees. 

Mr. Sairn. That is correct. 

May I explain this? 

The Atomic Energy Act originally authorized the Commission to 
except itself from the Classification Act. Following that, the Classi- 
fication Act of 1949, as amended, and by its terms exe ‘luded the Atomic 
Energy Commission from the provisions of the Classification Act. The 
general pay bills are generally amendments to the Classification Act, 
and as long as they are amendments to an act from which we are 
excluded by the terms of that act, we cannot take advantage of any 
retroactive provisions or anything like that. 

Chairman Durnam. Well, the Classification Act never did apply to 
independent agencies, is that not correct ? 

Mr. Smiru. There are some other agencies also excluded. The TVA 
is excluded, as we are, and I believe there are 1 or 2 others. I think 
the CLA is one of them. 

Representative Price. Let me clear up this point. 

Suppose the pay bill did include your employees, and the legislation 
did not have any provision in it for retroactive pay. Would you then 
be able, under this amendment that you seek, to pay the increase on a 
retroactive basis / 

Mr. Hotuineswortn. No, sir; we would not, Mr. Price. 

Mr. Ramey. Under the legislation that you are requesting now, you 
would not be able to do it ? 

Mr. Smiru. No. 

Mr. Eason. I think the question was, if there was not a retroactive 
provision in the general pay bill, could we, under our own legislation 
make a retroactive payment ? And the answer is “No.” 





AEC “OMNIBUS” BILL 23 


Representative Van Zanpr. As I understand it, all you are asking 
for here is for authority, a blanket authority, to extend to the em- 
ployees of the AEC the same pay raises that may be granted to other 
employees of Government by the Congress. 

Mr. Hotirnesworrn. Yes, that is correct, Mr. Van Zandt. 

Representative Price. Do you know of any pay-raise bill we passed 
in recent years that excluded nonclassified employees / 

Mr. Hotiineswortn. You say what pay bills, Mr. Price? 

Representative Price. Yes. 

Mr. Houurneswortrn. 1951 excluded AEC, and 1956. 

Mr. Smiru. The 1956 bill, to clear this up, was not a classified bill. 
It was an Executive Pay Act. But the previous year, 1955, when the 
classified bill had passed, the ceiling of grade 18 had been raised. The 
executive pay bill in 1956 amended the Classification Act to the ex- 
tent of raising the ceiling for grade 18’s and for adding one more 
step on the grade 17, and had a small amount of retroactivity; I be- 
lieve it was a month or so. Our people never got this because we 
thought it was too small to bother to come back to ask for special 
legislation, and we did not have authority to grant it retroactively. 
We did grant it prospectively for the future. 

Representative Price. Unless you asked for special legislation, you 
would have to make an effort to be included in the general pay bill? 

Mr. Smirn. You are certainly right. That was done this year, and 
it was done in 1955. Somehow it was just missed in 1956 and also in 
1951. In fact, in 1951 we were not aware of the problem. 

Representative Hoxirretp. Let me ask you another question. 

You are placed in a preferred position by not having your em- 
ployees subject to the grading of the Classification Act. Is that not 
right ? 

Mr. Smiru. That is highly debatable. 

Representative Hoxtrrecp. In other words, you can hire people 
without regard to civil-service classification, in grading. 

Mr. Smiru. We can hire them at lower rates. 

Representative Hotirretp. You can hire them at higher rates. 

Mr. Samir. No, we cannot under the Atomic Energy Act, which 
provides that we cannot pay more than the man would get on the 
same job under the Classification Act, if he were subject to it, except 
for scientific and technical people. The exemption that we have boils 
down to two things: That, one, most agencies that have scientific and 
technical exemptions have limitations on the numbers they can hire. 
We do not have a limitation on the number. 

The other exception is that as we construe our authority under the 
Atomic Energy Act, we can hire anywhere in the grade. Other agen- 
cies generally have to hire at the bottom of the grade and follow the 
usual steps. But we do not feel we have authority to hire above the 
grade. 

Representative Price. You do not feel that; but are you certain 
that you do not have the authority ¢ 

Mr. Smirn. Well, we are certain we do not. This is the interpre- 
tation placed on the law. 

Representative Hoxirrevp. I received a letter just a while back, 
which I unfortunately do not have with me today—an anonymous let- 
ter, by the way; but it gave names of people hired by the Atomic 
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Energy Commission who were hired in grades much higher than 
the grades they had occupied in other branches of Government. I 
intend to submit this letter, by the way, to the Commission for in- 
vestigation. 

I ordinarily do not pay much attention to an anonymous letter, but 
this letter seemed to be pretty well documented. It gave positions 
and names of people who had been hired at grades hig ner than they 
had occupied in other branches of Government. It also has a com- 
plaint in it that there was a great deal of overtime given to certain 
employees on Saturdays and weekends which enabled them to increase 
their salaries out of proportion to the actual need. 

Mr. Smirx. We would certainly be glad to look into individual 
cases. The first question that comes up is whether or not the jobs 
that they were hired for were more important jobs that properly 
warranted high pay than the jobs that they were occupying in other 
agencies. 

Representative Hoxirretp. Is it customary where, for instance, a 
man was working in Agriculture in a grade 7 and he comes to the 
— Energy Chaneianies: that you give him a grade 9 or a grade 
10? 

Mr. Sairu. That depends on how long he has been in it. If he 
has been in it a short time there, we probably would give him no in- 
crease at all. If he is in another agency at a lower job and is quali- 
fied for a more important job and we have such a job, we might offer 
him the higher grade. I think this is true generally throughout the 
Government. 

Representative Hotirreip. But it would not apply to the same type 
of work. 

Mr. Soir. Not the same level of work. It might be in the same 
=, line of work but certainly would have to be more important 
work. 

We try very hard to adhere to this requirement of our act that we 
do not pay more than the Classification Act. 

Representative Hottrretp. Now that we have got this agency set 
up, why should they not be considered just the same as all other 
employees of the Government? Why should you be in a preferred 
position in the one instance and then, notwithstanding the fact that 
you are in a preferred position and are not subject to some of the 
requirements of the Classification Act, you come in now and ask for 
all the plus privileges, you might say, but you do not want to take 
the minus provisions of the act. 

Mr. Situ. I think you have to look again at what you mean by 
“preferred.” What we can really do is hire people at lower rates than 
other Government agencies, and we are limited to the Classification 
Act ceiling by the statute. The only other reference that we may have, 

aside from an unlimited number of S. and T.’s—and those we have not 
used, because we have only 11 people getting higher than the top of 
grade, and I suspect the agencies that have S. and T. authority for 
limited numbers may have used the numbers and may proportionately 
have more than that. 

The other exception that we have is that we are not subject to audit 
by the Civil Service Commission. 

Representative Horirretp. Why should you not be subject to it? 
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Mr. Smrru. Because we are excepted in the Classification Act. But 
in this respect, what we have done in order to assure that we were 
complying with the Atomic Energy Act—and the General Accounting 
Office was in and helped us work this out—we worked out an arrange- 
ment with the Civil Service Commission so that the Civil Service 
auditors came in and reviewed designated benchmark jobs. We rate 
our other jobs against the benchmark jobs, which have been reviewed 
by the Civil Service Commission. The last review they made was 
about 4 or 5 years ago. We are in the process right now of reviewing 
our benchmarks and expect within the next 6 months or a year at the 
outside to have another review by the Civil Service Commission of all 
our benchmark jobs to help us be sure we are in line with the other 
agencies. 

Mr. Ramey. What has been the effect on your salary system of these 
raises for scientific and technical personnel and also the current 10 
percent increase ? 

Has that made for any inequities as between the administrative and 
the technical employees ? 

Mr. Smirn. It certainly has, but it will be improved some as time 
goeson. We felt that the thing that we had to do here was the same 
as the rest of the Government, and we moved to the top of the grade 
all of the people that were in the kinds of jobs that fell within the 
civil service series numbers that the Civil Service Commission had ap- 
proved for the rest of the Government. 

Because we had not used those series numbers. we set up a special 
committee that reported directly to me and reviewed all of the jobs 
in the Agency to insure consistency. 

I think we had some feeling that whatever may have been the case 
generally, jobs that were selected by the Civil Service Commission as 
the jobs of great shortage were not necessarily the ones that were the 
most difficult in AEC, but we felt we should do the same as the rest of 
the Government. This has created some inequities and some bad 
feelings, because biologists and people working in our health physics 
and radiation protection areas have not received it, when construction 
engineers and geologists have, and we have been reducing force on the 
latter, when we have some shortages on the former. 

But I think this will work itself out, because as far as we can see, 
now that the 10 percent pay raise is added, our salaries generally are 
competitive. I have checked over very carefully the salaries that are 
paid to the people who get the 10 percent but who were not at the top 
of the grade with these Los Alamos surveys and some of the others 
with which you are familiar. We think the salaries are competitive 
with the outside. 

And the people that got the increase to the top of the grade, we gave 
the 10 percent to, because we understood this to be the intent of Con- 
gress. This was an issue, you will recall, when the two Houses dis- 
cussed it. 

As they are promoted or transferred to other jobs, we will follow the 
practice of the rest of the Government of putting them at the bottom 
of the job they transferred to and in due course this will straighten 
itself out. Right now, I think there are some inequities. 

Mr. Ramey. Does this mean that in some cases a scientific or techni- 
cal person in these categories gets more money than his boss, who is in 
an administrative category ? 
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Mr. Smiru. I would not want to generalize on that. It may be pos- 
sible that there are a few such cases, but I believe very few, because 
normally the boss will be graded a grade higher than the people that 
report to him. He might well be at the bottom of his grade, and the 
man reporting to him might be at the top of his, but you would still 
have a slight differential. 

Mr. Ramey. What has been the effect of these increases on your 
statutory positions and your top scientific and technical personnel ? 
There is a limit of $19,000, is there not, under the law ? 

Mr. Smiru. We had only one position that we classed as a scientific 
and technical position where we ran into a ceiling problem on the 10 
percent. Our statutory positions start at $19,000; the grade 18’s move 
to $17,500, and we had 11 positions above the top of the grade they 
were in. ‘These were people who were probably, were generally in the 
$14,000, $15,000, $16,000 range. There was one man at $18,000. All 
of the others we gave the 10 percent to, and none of them got above 
$17,500. The one man who was $18,000 we obviously could not give 
the 10 percent to, so we moved him up to $19,000. 

Chairman Durnam. Do you have any trouble filling your highly 
technical jobs on account of that, because of the fact you cannot go 
beyond the $19,000 ? 

Mr. Smiru. This is hard to answer. When you have filled your top 
jobs—and this is true for some of the others—and you are looking for 
i man for a particular position, maybe a division director, you are 
looking for a quality man, they are sometimes hard to find, whatever 
salary you are offering. 

Chairman Duruam. I think that applies generally to Government, 
getting top personnel. It applies up here on Capitol Hill. 

Mr. Smiru. I think maybe you always have trouble at your very 
top, whatever your salaries are. 

epresentative Horirretp. Are there any further questions? 

(No response. ) 

Representative Horrrieip. If not, we will go on to section 5. 

Mr. Hotirneswortu. Section 5, to amend section 161 n., of the 
Atomic Energy Act of 1954, as amended, to clarify AEC’s statutory 
authority to train employees: By letter dated July 8, 1958, the Com- 
mission requested that it be permitted to withdraw its request for 
clarification of the Commission’s statutory authority to train employ- 
ees, which is incorporated in S. 4048 and H. R. 13120 as section 5, for 
the reason that on June 27, 1958, the Senate accepted certain House 
amendments to S. 385 entitled “Government Employees Training 
Act,” thus clearing it for the approval of the President. I understand 
the President has now signed that. 

Section 21 (b) (1) of S. 385 expressly repeals section 161 n. of the 
Atomic Energy Act of 1954 and thereby requires that the Commis- 
sion’s employee program be conducted under the authority of and in 
accordance with the new training act. It appears at this time that the 
new legislation will fulfill our training requirements. Accordingly, 
we are requesting the withdrawal of the proposed amendment to sec- 
tion 161 n. 

Representative Horirrecp. Without objection, the amendment will 
be withdrawn, and the letter dated July 8, 1958, inserted in the record. 
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( The letter follows :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 


Washington, D. C., July 8, 1958. 
Hon. Cart T. DurHAM, 


Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR Mr. DurRHAM: By letters of June 17, 1958, to the President of the Sen- 
ate and the Speaker of the House of Representatives the Commission transmit- 
ted in the form of a draft bill proposed legislation which would amend in sey- 
eral respects the Atomic Energy Act of 1954, as amended. A copy of the legisla- 
tion proposed was also transmitted to the Joint Committee on Atomic Energy. 
On June 24 and 25, 1958, the proposals were introduced in Congress as bills 8. 
4048 and H. R. 13120, respectively. 

One of the proposals (sec. 5 of the current bills) would amend section 161 n., 
the Commission’s authorization to assign its employees for instruction, education, 
and training. On June 27, 1958, the Senate accepted the House amendments to 
S. 385, entitled “Government Employees Training Act,” thus clearing it for the 
approval of the President; his approval is anticipated momentarily. Section 
21 (b) (1) of S. 385 expressly repeals section 161 n. of the Atomic Energy Act of 
1954, and thereby requires that the Commission’s employee training program be 
conducted under the authority of, and in accordance with the new training act. 
It appears at this time that the new legislation will fulfill our training re- 
quirements. Accordingly, the Commission hereby requests withdrawal of its 
proposed amendment to section 161 n. 

Sincerely yours, 
R. E. HOLLINGSworTH, 
(For the General Manager). 

Representative Hortrreip. Proceed to section 6. 

Mr. Hoturneswortu. Section 6, section 161t, authority to establish 
a succession of command within the Commission in the event of a 
national disaster: Sections 21 through 28 of the Atomic Energy Act 
of 1954, as amended, establishes the organization of the Commission 
but does not prov ide for a succession of command within the Com- 
mission in the event of a disaster. The proposed new section 161t 
would provide a legal basis for such succession of command and 
would remove any doubt as to the extent of authori ity of persons in 
the succession of command presently provided for in the Commis- 
sion’ s operating procedures (AEC Manual, ch. 0610). 

tepresentative Hotirievp. Are there any questions? 

Representative Price. What is the succession of command within 
the Commission ? 

Mr. Hoiirneswortu. The Commission has adopted an in| 
procedure in which it has established a succession of command, an 
this language is to remove any doubt as to its legal authority for 
having established such succession of command. ‘The succession of 
command that is currently in effect within the Commission provides 
that in the event that there are not three members of the Commission 
available in the event of an emergency, which is of course the quorum 
of the Commission to act, the succession of command runs as follows: 
First, the Chairman of the Commission; then each individual Com- 
missioner on the basis of his seniority within the Commission ; follow- 
ing that, if all of those are unavailable, then the next person in suc- 
cession of command is the General Manager, followed by the Deputy 
General Manager, the Assistant General Manager for Manufactur- 
ing—of course, that position is vacant now—the Assistant General 
Manager for Research and Industrial Development, the Assistant 
General Manager for Administration, the Director of the Division of 
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Military Application, Director of Division of Production, the Man- 
ager of Oak Ridge Operations Office, the Manager of the Savannah 
River Operations Office, the Manager of the Hanford Operations 
Office, and the Manager of the Chicago Operations Office. 

Representative Price. Why does it skip from various directors of 
divisions within the Commission without taking them in succession, 
and jump to the field ? 

Mr. Hotiineswortn. In the event of disaster, these have been 
picked. The division directors that have been selected are those that 
are involved primarily in the military and the production of fission- 
able-materials programs. 

Representative Hoxtrrerp. Will you submit for the record your 
chain of command there? 

Mr. Houiineswortn. Yes, sir. 

Of course, the Commission under this language could vary this 
plan at any time. 

Representative Hortrrerp. And if they varied the order of com- 
mand, would you please submit any variations in it in the future to 
the committee ? 

Mr. HotirncswortH. We would be glad to do so, Mr. Chairman. 

Representative Hoirietp. We would like to have knowledge of 
the procedure. 

(The information referred to follows :) 


POSITIONS IN SUCCESSION OF COMMAND, ATOMIC ENERGY COMMISSION 


1. The Commissioners * 

2. General Manager 

3. Deputy General Manager 

4. Assistant General Manager for Manufacturing 
5. Assistant General Manager for Research and Industrial Development 
6. Assistant General Manager for Administration 
7. Director, Division of Military Application 

8. Director, Division of Production 

9. Manager, Oak Ridge Operations Office 

0. Manager, Savannah River Operations Office 

1. Manager, Hanford Operations Office 

2. Manager, Chicago Operations Office 


Representative Horirtetp. Mr. Ramey ? 

Mr. Ramey. On the language here, it says, “establish a plan for 
a succession of command * * *.” It sounds like that is just a plan, 
but when you read the subsequent language it means also to imple- 
ment it or put it into action or somthing. Do you not need a little 
more language there, perhaps? 

Representative Price. You do not put it into action until the emer- 
gency arises. 

Mr. Hoxtirnesworru. That is correct. 

Representative Price. It establishes a system; a plan. 

Mr. Ramey. But also, when the emergency does arise, to have 
authority to do it. 

Representative Price. Perhaps the language would have to be cor- 
rected and insert that authority in there. 


1 After the Chairman, seniority of service on the Commission will determine succession of 
command among the Commissioners. 
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Representative Hotirtetp. That is taken care of in lines 2 and 3, 
page 4, as I understand it, where it says: 


the plan established pursuant to this subsection shall be vested with all of the 
authority of the Commission * * * 


Starting with the beginning of the sentence, it reads: 


Notwithstanding any other provision of this Act, the person or persons suc- 
ceeding to command in the event of disaster in accordance with the plan estab- 
lished pursuant to this subsection shall be vested with all of the authority of 


the Commission * * *, 

Representative Price. That takes care of it. 

Representative Hoxirrevp. Let us go on to section 6 now. 

Mr. Hotiinesworru. Section 6, section 161 u. authority to permit 
the Commission to establish charges under international arrange- 
ments for such periods of time as the Commission deems necessary or 
desirable, for processing, fabricating, and so forth, of source, byprod- 
uct, special nuclear, and other materials. 

The proposed amendment to section 161 u. would permit the Com- 
mission to enter into agreements pursuant to the terms of an inter- 
national arrangement or an agreement for cooperation for such pe- 
riods of time as the Commission deemed necessary or desirable to 
provide for the processing, fabricating, separating, or refining in 
facilities owned by the Commission of source, byproduct, special nu- 
clear, or other material, provided that the Commission would make 
such charges for such services as will provide reasonable compensa- 
tion to the Government for such services and, at the same time, will 
not discourage the development of sources of services in the United 
States independent of the Commission. Agreements for cooperation 
generally provide for reprocessing of special nuclear material in fa- 
cilities owned by the Commission or acceptable to the Commission. 
This proposal would be another step forward in the atoms-for-peace 
program. It parallels the authority that the Commission presently 
has domestically. (See sec. 161 m.) 

Representative Horirreip. But this does not bind you to make the 
same terms as you make domestically. This leaves the door wide open 
to make any kind of terms or prices that you want to for this type of 
service. 

Mr. Hotiineswortn. Mr. Vogel? 

Mr. Vocen. That is right. There is no firm requirement in the 
proposed language which would equate this to the domestic program. 

Representative Hortrrerp. And for any length of time. In other 
words, if you want to make an agreement for 20 years to furnish fuel 
rods at. a certain price for a reactor, } you could do it. 

Mr. Vocex. Under the proposed language, I would have to say “yes.” 

Representative Horirteip. I want to tell you right now I am in 
opposition to it. We have got to have a little more evidence before 
we give you a wide open permission like this. 

Mr. Ramey ? 

Mr. Ramey. Would you be opposed to language that. stated, “at 
prices no less than established domestically” ? 

Representative Horrrrevp. “And at terms no longer.” 


Mr. Vocer. I cannot speak for the Commission on that, but per- 
sonally I would have no objection to it. 


29320—58——5 
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Representative Horirmip. We had better look this over, because 
this is a wide-open provision. 

Mr. Ramey. It says, “in facilities owned by the Commission.” Is 
this limited to facilities owned by the Commission? It would seem 
| it might be possible on some of your arrangements, internationally, 
that you might have a commitment to use Government fac ilities, and, 
as private fac ilities came in, you might want to transfer that com- 
mitment and use private facilities and yet keep it under your inter- 
national arrangement. 

Mr. Sprxcarn. I should think that under those circumstances, Mr. 

Ramey, we would not need any statutory authority for it to be turned 

over to private industry to do the job. Our objective is directed to- 
ward giving the Commission the authority to do this sort of thing. 

Mr. Ramey. But that would mean, then, you would pull out of the 
contract on it. On the other hand, you might want to retain your 
contractual relationship, but instead of using a Government facility, 
to use a private facility to carry out the purpose of it. You might 
want to encourage the use of a private facility to do it. 

Mr. Sprncarn. That may be, but I do not think this legislation does 
that. 

Representative Horirrevp. Is there anything further? 

Mr. Hotiinesworrs. Mr. Chairman, with respect to Mr, Ramey’s 

earlier question as to whether or not we would have objection to 
the prices being established at least as high as those established do- 
mestically, I offhand could see no problem with that. 1 think we 
would like to look at this a bit further and submit a memorandum. 
But at least, at this time, I see no problem with that. 

Representative Hovirievp. I suggest you submit language for pari 
graph 6 which will place this type of service on the same basis in for- 
eign countries, on foreign reactors, as you give the people in the 
United States. There have to be special arrangements made. This 
is a matter that should be considered, in my opinion, individually, 
and not by a blanket legislation which does not provide any ceiling 
or floor for prices or any time limit. 

Let us goon to v. 

Mr. HoiirNeswortru. Section 6, section 161 v., long-term contract 
authority: The Commission’s 1957 omnibus legislation, which was 
transmitted to the Joint Committee on July 23, ‘I! 57, includes a pro- 
posed amendment to section 161 of the Atomic Energy Act of 1954, 
as amended, to permit the Commission to enter into ong-term con- 
tracts for supplies, equipment, materials, or services required by the 
Commission whenever it determines that the furnishing of suc h sup- 
plies, and so forth, would require the construction or acquisition of 
special facilities. The proposed contract period under the suggested 
legislation is not to be in excess of 5 years following the completion 
of the construction or acquisition of the special facilities and in no 
event in excess of 10 years from the date of the execution of the con- 
tract. 

This proposal stemmed from the fact that a decision of the Comp- 
troller General rendered in 1957 had restrictively circumscribed the 
authority of the Commission to enter into contracts extending be- 
yond the current fise al year. In that decision, the Comptroller Gen- 

eral expressed the opinion that, in the absence of statutory authority 
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otherwise, the Commission’s annual appropriation for operating ex- 
penses may be used only for payment of expenses properly incurred 
during the fiscal year or for payments under contracts “properly” 
made within that year, and that a contract was “properly” mace only 
when it ara a bona fide need of the service of that particular 
fiscal yea 

The effect of that decision was to deter the Commission from enter- 
ing into long-term contracts by means of which industry could be 
induced to invest in new productive facilities needed to supply the 
Commission’s unusual requirements for special materials. These 
requirements are frequently in excess of normal commercial require- 
ments and private industry is relucant to invest in new productive 

capacity unless it has some assurance that a proper share of the capi- 

tal investment can be amortized through a long-term Commission 
commitment to purchase the product of the new facilities. Under 
the Comptroller General’s decision, the Commission’s authority to 
contract for the procurement of supplies from such a facility is 
limited to those produced in one fiseal year. 

This amendment includes the language proposed in 1957 and would 
broaden the 1957 proposal to permit the execution of long-term con- 
tracts for the purchase or acquisition of reactor services or services 
related to or required by the operation of reactors, including but not 
limited to, chemical processing or reprocessing irradiated material or 
fission products. In addition, the amendment would expand the 1957 
long-term contract proposal to include, special utility contracts and to 
authorize the execution of such contracts for a term not in excess of 
10 years. 

This latter proposal would permit the Commission to secure more 
advantageous arrangements than may be obtained under contracts for 
periods of 1 year. It is also consistent in part with section 201 (a) (2) 
of the Federal Premets and Administrative Services Act which au- 
thorizes the Administrator of General Services to enter into contracts 
with public utilities for services for periods not exceeding 10 years. 

Further, contracts authorized by this section may limit the obliga- 
tion of funds to estimated annual deliveries and services and the un- 
amortized portion of the special facilities. In addition, the amend- 
ment would provide that any appropriation presently or thereafter 
made available to the Commission for operating expenses would be 
available for the payment of such costs which may arise from cancel- 
lation as the contracts may provide. 

ce the legislation defines “special facilities” as used in the 
proposed amendment to mean any land or any depreciable buildin 
structures, utilities, machinery, equipment, and fixtures necessar 
the production or furnishing of the supplies, equipment, matronest or 
services not available to the vendors or suppliers for the performance 
of the contract. 

Representative Hottrretp. Now let us get down to the v. What do 
you want here? What is it aiming at? 

Mr. Hortrxesworta. Our most pressing problem, Mr. Chairman, 
relates to the matter of being able to enter into contracts for the acqui- 
sition of space in test reactors. This is our most pressing problem at 
themoment. This language would permit us to enter into contracts for 
the acquisition of space or the utilization of test reactor services, of 
test reactors that are privately owned. That is the first thing. 
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Representative Horirrecp. That is to bail out General Electric and 
Westinghouse on their test reactors by buying enough of their services 
and paying enough for them to amortize their capital investment. 

Mr. Hoxtirncswortn. Mr. Davis? 

Mr. Davis. I would not describe it as bailing them out, Mr. Holifield, 
but it is seeking authority to enter into contracts to utilize space which 
the Commission now needs and will need in the future in test reactors 
of all sorts. 

Representative Hotirretp. There is no limitation of the amount that 
you can spend for these services, but you provide that— 

Any appropriation presently or hereafter made available to the Commission 
for operating expenses shall be available for payment of such costs which may 
arise from cancellation as the contract may provide. 

And finally, that it will cover everything, including the land, build- 
ings, structures, utilities, machinery, and so forth, and it will also 
include the remaining part of the amortization after cancellation. 

Is that not right ? 

Mr. Eason. Mr. Holifield, I think that when you refer to the special 
facilities we are no longer discussing the v part, v. (1). You see, we 
have two problems here, one, where we are requesting authority to 
enter into 5-year contracts for reactor services; the other part, section 
2, we pose the problem of facilities being constructed before we can 
obtain the service or material. 

Your other question as to no limitation on funds, if I interpret it 
correctly, can be answered by stating that we would have to go before 
the Appropriations Committee annually to seek the necessary funds 
for the type of arrangements that we were contemplating. So there 
is that control. All we are asking here is for the authority. 

Representative Hoxrrreip. I understand that. It says that con- 
tracts authorized by this section may— 
limit the obligation of funds to estimated annual deliveries and services and 
the unamortized balance of such amounts due for special facilities * * * 

In other words, you are seeking for the authority. I realize you 
have to go to the Appropriations Committee for money, but you are 
seeking for the authority to make a contract for 5 years with X com- 
pany for the services, let us say, of a test reactor. There is no limita- 
tion on the price which you are going to pay, and you use it for 3 years, 
and you decide that you do not need it any more. You are authorized 
then to apply for funds that offset the unamortized portion of the 
special facilities. Is that right? 

Mr. Eason. I do not believe it is completely right, Mr. Holifield. 
If we entered into a 5-year contract with the X company 

Representative Hotrrretp. Which you could enter into on the basis 
of a 5-year amortization. 

Mr. Eason. That depends on the type of contract and how it is 
negotiated. 

Representative HorirteLp. Well, there is no limitation. 

Mr. Eason. The X company has the facilities in the first situation. 
We are not talking of a contractor who has to go out and construct 
the facilities. The plant is already in existence. We are asking for 
authority to enter into a 5-year contract to secure space, for example, 
in a test reactor. 
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Representative Horureip. There is no prohibition against your 
entering into a contract for someone to build this type of facility, 
is there ? 

Mr. Eason. No, there is no prohibition, except that I think that you 
can distinguish the two sections. One is clear-cut authority to enter 
into a 5-year contract. What the price would be is subject to negotia- 
tion. The contractor may or may not have facilities. But under this 
section, v. (1), it would be a 5-year contract. Under v. (2), you have 
a little bit different type of situation. If the contractor does not have 
the facility, he has to go out and construct it. If it took 3 years, for 
example, to build the facilities, we could still enter into a 5-year con- 
tract for the supplies or services which, in effect, would be an 8-year 
contract in the overall. 

I think that is the difference. 

Representative Hotirietp. Yes, I realize there isa difference. Your 
v. (i), as I understand it, applies to a maximum of 5 years from the 
date of the execution of the contract for the purchase of reactor 
services, or services related to or required by the operation of reactors, 
which takes in a very broad field. This might pertain to paying for 
the services to operate reactors, for instance. And you include also, 
in addition to the operation of the reactors, any chemical processing 
or reprocessing of irradiated material or fission products, setting up 
the acquisition of services for the chemical processing or reprocessing 
of fuel rods or fission products, any kind of irradiated material which 
might be determined worthy of chemical processing. 

That is in v. (1). This is for the General Electric and Westing- 
house test reactors and it could also be for Yankee or any other com- 
pany that has fuel rods or fuel materials which have to be cleaned up. 

In (2) you have no time limit. 

Mr. Eason. There is a time limit, Mr. Holifield, of 10 years. 

Representative Horirreip. That is 5 years after release of construc- 
tion. You havea 10-year contractual arrangement there. 

Mr. Ramey. Would this v. (2) apply more, for example, to 
beryllium contracts ¢ 

Mr. Hotirneswortn. If we could get anyone interested to build 
privately owned chemical processing facilities, v. (2) would apply. 

Representative Horirretp. You have no ceiling on price limits for 
negotiation. You can get the complete services which you may seek 
from private industry if you pay them enough. 

Mr. Biocu. Mr. Chairman, we have had occasions in the past where 
we have had to exercise the authority which is requested here in sub- 
section (2). An example is the contract that we entered into to proc- 
ess feed materials a couple of years ago. This contract resulted from 
our soliciting competitive proposals. We received some 8 or 9 pro- 
posals. It involved the construction of capacity that did not other- 
wise exist to meet our program needs, 

We entered into a 5-year contract which covers 5 years of operation. 
It took or has taken about 2 years to build the plant, so the total con- 
tract. was about 7 years. The contract provides that in the event 
we should cancel—we have the right to cancel—prior to the end of 
the 5-year period, we do have certain cancellation hability. That can- 
cellation liability involves a portion of the unamortized portion of 
the amortization of the plant. It declines each year. At the end 
of 5 years there is no liability, of course. 
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We have had one or two other occasions where we needed special 
materials for the production of weapons program where there was 
no commercial capacity in existence, and it was necessary to enter 
into 5-year procurement contracts which did involve cancellation 
provisions. Since they did involve the construction of the special fa- 
cilities, the cancellation provisions are negotiated taking into account 
the extent to which these facilities might be utilized commerci ially 
in the event our requirements dropped down. 

It is really this sort of thing that subsection (2) has corrected. 

Mr. Ramey. As to your provisions here on cancellation and the 
amount of obligation of funds that you would be authorizd to use, 
how does that differ from what the ruling of the General Accounting 
Office has been and your normal way you have been obligating your 
funds under your long-term contractual arrangements for beryllium 
or zirconium. Is that not about the way you have been doing it? 

Mr. Eason. That is correct, Mr. Ramey, except, as you may recall, 
the General Accounting Office’s decision indicated that they did not 
particularly approve of this arrangement. 

Mr. Ramey. In the magnesium case? 

Mr. Eason. But they would not take any exception to those con- 
tracts which had been entered into in the past. However, they wouid 
take a very dim view of future ones. 

Mr. Ramey. I have one further question. 

On the 10-year period or, in effect, an 8-year period of operations, 
under some of these contracts as you recall them, you would amortize 
out the cost of the plant, say, in 5 to 6 years. In that event, normally, 
or at least on some of them, I know the Commission included in the 
contract an option clause for another 10 years with the right of the 
Government to get the material at the amortized price. In other 
words, so that the Government would get advantages. It paid for 
the cost of the facility; it ought to have the right, then, if it so 
desired, to get the material for the useful life of the facilities. 

That) might take you more than 10 years, might it not ? 

Mr. Brocn. We have options for ‘periods anywhere from 5 to 10 
years after this initial 5-year period in the contracts that I referred 
to earlier, and in connection with the pricing of those option periods, 
it specifically excludes any factor of plant amortization. 

Mr. Ramey. How does this 10-year period of limitation here affect 
those options, is my question. Would this cut you down on your 
options? 

Mr. Eason. It would not affect the options. I think the 5- to 10- 
year period is the inducement, really, to get new people into the busi- 
ness. Wecan always enter into a contract for 1 year with an option 
to renew for another year, but that does not give industry the assur- 
ances that we would ordinarily need to get into this business. So 
that we could have a 5-year arrangement plus options in our con- 
tract exercised annually. 

Mr. Ramey. And you would not consider an option period as being 
a period of your contract. Is that right? I am just worried about 
this language limiting it. 

Mr. Eason. Your question is whether or not we limit ourselves by 
having a 10-year period or a 5-year period ? 

Mr. Ramey. Yes. 
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Mr. Eason. In my opinion, Mr. Ramey, I do not think you would 
limit it. An option would be something we could exercise in accord- 
ance with established law. Therefore, if we tested the market as re- 
quired under Revised Statutes 3709 and found that it was to our ad- 
vantage to continue the arrangement, we could do so, but it would 
have to be on an annual basis. . 

Representative Hotirretp. In other words, then, this language is to 
give the Commission the right to enter into contracts, to finance pri- 
vate industry in the building of plants which, at the end of a 5-year 
period, become completely amortized, and to pay such prices during 
that time as will give them a fair profit. This is what is called pri- 
vate enterprise, to completely amortize their capital investments and 
to guarantee them against any risk or loss on the profits in the mean- 
time by paying them prices for the services sufficient to amortize their 
capital investment. 

Mr. Buocu. Mr. Chairman, the extent to which a contract like this 
would involve our picking up amortization would depend upon 
whether there was any use for the plant at the end of our contract 
period. This is something that is taken into account in negotiating 
What a fair termination payment might be. 

In connection with the feed material contract, for example, if we 
no longer have a requirement, it is hard to visualize any utilization 
that could be made for the product from that plant. They are pro- 
ducing uranium hexafluoride. The only market for uranium hexa- 
fluoride is our diffusion plant. There might be some minimum 
amount of salvage value in just the structures and whatnot, and these 
things you take into consideration in negotiating the termination pay- 
ment. But the extent to which we would assume this liability would 
be dependent upon the judgment as to what sort of value or utiliza- 
tion the plant had in addition to filling our requirements, our needs. 

Chairman Durnam. You would not rent the space for a long period 
of time unless you had use for it, would you 4 

Mr. Brocn. Mr. Durham, I was speaking to this subsection (2), 
which really goes to our contracting to secure special materials or 
services for which no facilities exist, and where somebody has to build 
facilities in order for us to get the requirements. 

Chairman Durnam. That is what I was thinking of. For instance, 
a metallurgical testing plant. You would contract for it only on the 
basis of the need. Is that not correct? 

Mr. Davis. Yes; this section might also cover new test reactors, 
but we would not enter into such contracts unless we were sure we 
had a need for the additional space. 

Chairman Duruam. Not “might”; it would cover all test reactors, 
where you use them, would it not? 

Mr. Davis. The first section would cover those already built and 
the second section would cover those yet to be built. But this in gen- 
eral would cover the thing we planned to do under the expanded fuel 
cycle program and activities of that sort which do require not only 
testing reactors but the use of power reactors, the use of hot cells, and 
related facilities of that sort. 

Representative Hoxtrrecp. Fuel rod fabrication, reprocessing of 
fuel rods, and that sort of thing? 





36 AEC “OMNIBUS” BILL 


Mr. Davis. As far as we are concerned here we have been thinking 
mainly about the use of test reactors and power reactors as test re- 
actors, about hot cells, facilities of that sort needed to develop and to 
test and to examine after the testing of fairly sizable batches of fuel 
elements. 

Chairman Durnam. At the present time you are contracting on a 
oe basis. Isthat correct? Are you making contracts on a yearly 

asis ? 

Mr. Davis. In the area of test reactors, of course, there are not any 
yet in which they have contracts, but I believe we would have to con- 
tract on an annual basis unless we had this authority. 

Chairman Duruam. In other words, you are not using any at the 
present time. It is just a question of the future? 

Mr. Davis. We think this is necessary to be able to have them in ex- 
istence so they can be used in the future. 

I might just make one comment on the test reactors, and that is that 
we are generally not planning to utilize all of the space in any pri- 
vately owned test reactor. We plan to utilize only a fraction of the 
space and to spread these contracts around over several, and we would 
in general hope that the amortization period would be longer than 
the particular contract period. But it is not our intent to take a 

rivately owned test reactor and to take all of this space and write 
it off only during the time of the contract, since this is the type of 
the facility that will have a continued life and a continued usefulness. 

Mr. Ramey. Does the Commission plan to build any more test 
reactors itself ? 

Mr. Davis. Well, the Commission, I think, would not like to build 
any more unless it is necessary of the type of, let us say, the ETR or 
the MTR. If one gets into specialized test reactors needed at the 
laboratories or very specialized test reactors of these sorts, let us say, 
of the plutonium recycle test reactors at Hanford, I think we would 
continue to build that kind of facility which has a rather specialized 
use. But facilities of the type of the MTR or the ETR or similar, 
perhaps, to the one proposed by Jones, would be a general purpose 
facility, and we would hope that industry would provide those. 

Mr. Ramey. You went into the Bureau last spring for authority 
alternately either to build another test reactor or to contract for 
space, as I understand it. 

Mr. Davis. That is correct. 

Mr. Ramey. And the Bureau knocked out the aspect of your build- 
ing a test reactor. 

Mr. Davis. Yes. 

Mr. Ramey. Is that an established policy now, that you will not? 

Mr. Davis. I think the way this would work, Mr. Ramey, is that 
if we had this authority and were still not able to get the testing space 
that is needed to carry out the program, than I feel sure the Commis- 
sion would reconsider what should be done. 

Chairman Duruam. How is your space now at the present time? 
How is the load now on the space you have got for testing? 

Mr. Davis. It is becoming quite critical in the reactors that we 
have. The ETR itself is not yet into full operation, but I think it 
would be completely filled in a short period of time. Our projections 
are that there is a need for probably two more reactors of about the 
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size of, halfway between the MTR and ETR. If, say, four reactors, 
industrial reactors, were built and we used about half of the space, 
that would about cover our foreseeable requirements at the moment. 
But the history has been that these requirements have grown more 
rapidly than we have usually anticipated. 

Representative Hortrrevp. This v. (2) here is to get around the 
no-subsidy provision of the act, is it not? 

Mr. Hoturneswortn. Mr. Chairman, I might explain why we have 
the v. (2) in here a little bit further. Maybe that will be helpful. 

The Commission, until the Comptroller General’s decision, felt that 
it had the authority which we are requesting in v. (2). As a result 
of the Comptroller General’s decision, we have all of the authority that 
is asked for in v. (2), with the exception that if a facility is built 
under such arrangements we can contract only for the product for 1 
year after it is built. 

This puts us in an awkward position in terms of price negotiation, 
and so forth, if we can contract for the production of such facility only 
for 1 year. 

This language is intended, in effect, to permit us to go up to 5 years 
in terms of products from such a facility. That is the real purpose as 
to why we have the section v. (2) in this proposed bill. 

Representative Hotirrretp. This would cover the whole wide field 
of purchase or acquisition of any supplies, equipment, material, and 
services required by the Commission, when— 
the Commission finds that the furnishing of such supplies, equipment, materials, 
or services will require the construction or acquisition of special facilities by 
the vendors or suppliers thereof. 

Give us an example of that. What does that include? Chemical 
processing plants for fuel rods? f 

Mr. Buocu. As you recall, Mr. Chairman, we explored the possi- 
bility of trying to get industry to build a chemical processing plant 
on the basis of our contracting with them to process certain AEC fuels. 
It was contemplated that such a contract would be on a 5-year basis. 
The thought behind this was that it we could contract for a small 
quantity of AEC fuels, it might give such a plant a partial base load. 

The real objective in getting industry to build such a plant was to 
take on the job of processing the fuels from private power reactors, 
and a condition of our contracting with them for a base load was that 
they would build a plant which would take care of this other problem. 

Representative Horitrrmetp. We are doing the processing of all of 
these elements now in the Government facilities, are we not ? 

Mr. Biocu. The fuels that were included in our base load, some of 
them were fuels that we would have to spend money modifying our 
own facilities in order to process. They involve certain fuels from 
military reactors and other research and test reactors, that our facili- 
ae as they exist today cannot handle. Some money would have to 

spent. 

This original exploration did not yield very much, and as a result 
you know that we have asked for authorization to modify existing 
Government plants to handle not only the special AEC fuels, but also 
the power reactor fuels. However, at the time we testified as to this 
item we indicated that the door was still open in the event we could get 
private industry interested in such a plant. 


29320—58——6 
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Representative Hoiirm tp. Now you come forward with a plan 
which will, in effect, subsidize their capital investment and give them 
a guaranteed 5-year operation which will make it attractive enough 
for them todothe job. Isthat right? 

Mr. Buiocu. No, sir. This particular section would, if industry 
were willing to build a plant, finance it themselves on the basis that we 
explored originally 

Representative Houirretp. Wait a minute. Finance it on a basis 
of a price for their services which would allow them profit for their 
operation and the amortization of their facilities, in a period of 5 
years. 

Mr. Brocn. No, the plan we contemplated meant that they would 
have to look to the power reactors for a large share of their load. We 
would contract with them to process through such a facility a specified 
quantity of AEC fuels. 

Representative Hortrretp. But you are obligating yourself to the 
unamortized balance in case of cancellation of their facilities. 

Mr. Brocu. In case we canceled in less than the contract period. 
However, we would in the first instance try to get competitive pro- 
posals for processing our particular load, and any amortization 
certainly would not exceed the amortization of just that portion of 
the plant that might be taken up by our fuels. For the balance of 
their business, they would have to look to the private power reactors. 

Representative Hoxirretp. Your intention may be that, but the 
language of the law does not restrict you to that. 

Mr. Ramey. How about the question of taking title if you pay up 
the amortization of it ? 

Mr. Buocn. In this particular instance, it certainly would not be 
our objective to get a plant that would just handle our fuels. It 
would be our hope that the load that we would furnish would be just 
a small part, and that any cancellation liability we might have would 
cover just a small portion of the investment in such a plant. 

Mr. Ramey. On the other hand, on your feed material business, 
where you might be having a much larger proportion, where its use 
for any private development would be rather unlikely, you might 
want to have the right to take title, might you not ? 

Mr. Buocu. In a case like that; yes, sir. 

Mr. Ramey. This would not preclude you from that, would it? 

Mr. Brocn. No. 

Mr. Eason. No; it would not. 

Chairman DurHaAm. You do not contemplate some private enterprise 
building a plant like the processing plant at Oak Ridge or out at 
Paducah, do you, this type of a plant ? 

Mr. Eason. No, sir. 

Mr. Buiocn. We do not contemplate that. The only thing that 
might be a possibility at this point, and it is admittedly not too bright 
a one, is that if we should get any evidence of interest from industry 
on this chemical processing problem we would need something on the 
order of the authority asked for in this subsection (2), in order to 
make any sort of an arrangement with them. 

Representative Hortrretp. In your explanation, now, of subsection 
(2), you say further that contracts authorized by this section may— 


limit the obligations of funds to estimated annual deliveries and services and 
the unamortized balance of such amount due for special facilities. * * * 
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Let us assume you were taking 40 percent of the services of a facility. 
As I understand your explanation here, notwithstanding the fact that 
you are taking only 40 percent of it and you have a 5-year contract, 
if you cancel at the end of 3 years, according to your explanation, you 
are liable for all of the unamortized portion of the special facility, 
not 40 percent of it, as you explained. 

Mr. Brocn. Mr. Chairman, that certainly is not the intent. If we 
took only 40 percent, any cancellation provisions we agreed to would 
not exceed the unamortized portion of that part of the plant that was 
dedicated or put up to fill our particular requirement. 

Representative Horirrep. I think that would be the fair way to look 
at it. Certainly, you should not assume all the unamortized portion. 
If they had 60 percent commercial load and 40 percent Government 
load, I would think that the Government taking the obligation of 
100 percent of the unamortized portion of the plant, would be going 
beyond the best interests of the Government. 

Mr. Hoturneswortn. In the bill itself, Mr. Holifield, in section 4— 
and by the way, I noticed that the House print has left out the numeral 
“4.” 'The Senate bill has it in. 

Representative Hoxirretp. Where is the numeral “4” supposed to 
be? 

Mr. Eason. Line 25, page 5. 

Representative Hottrretp. There is supposed to be a (4) there? 

Mr. Eason. Yes. 

tepresentative Hoiirretp. Why is there supposed to be a break there 
in the “3”? 

Mr. Hotirnesworrn. The “3” only pertains to the contracting au- 
thority for the furnishing of utilities services. 

Representative Horrrrep. It is talking about something else, then ? 

Mr. Hotirneswortn. Yes. 

Representative Hotirretp. That is does not, then, apply to the 
number 2? 

Mr. Hotiinesworrn. No. 4 would apply to No. 2 and the language, 
as you will note, says: 

Provide that such contracts may contain provisions which limit the obligations 
of funds to estimated annual deliveries and services and the unamortized balance 
of such amounts due for special facilities as the parties shall agree is chargeable 
to the performance of the contract. 

Certainly, it would be the intent that if we were not utilizing the full 
facility, we would negotiate on the basis that we would be responsible 
for only that portion that is chargeable to and connected with the 
performance of our contract. 

Chairman Durnam. That does apply to “2”? 

Mr. HouiirnaswortH. Yes, sir. 

Representative Hotirrmetp. Why do you say it applies to “2” ? 

Mr. Eason. Mr. Holifield, I think you have to look at subsection v. 
as a complete package with three major parts, and subparagraph 4 
would apply only to the subparagraph 2, where the contractor would 
have to go out and construct facilities. 

If it were a 5-year contract and we were using 50 percent of the 
facility, we would be permitted under the bill to obligate on the books 
of the Commission the unamortized balance of the amount due for 
special facilities which might be 50 percent the first year. And as 


| 
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we took delivery of the product in the second year, it would drop 
down, and then it would continue to drop down all the way until we 
reached the last year when we would have no further obligation for 
the special facility that was constructed. 

This is a bookkeeping transaction that would permit us, instead of 
obligating all the funds the first year, to meet our contract commit- 
ment, to do so on an annual basis. At the same time we would 
obligate at the inception of the contract the cost of the special facil- 
ities. We would have these funds on our books in the event of termi- 
nation, which under our example, would be the 40 percent or the 50 
percent, depending on what the arrangement happened to be. 

Representative Horrrretp. Would it also apply to section 3? 

Mr. Eason. Yes, it could very well apply to section 3. 

Representative Horirmtp. Why do you need a 10-year provision 
when you have got 25 years in section 164? 

Mr. Hotirnesworrn. Mr. Holifield, I might point out that with 
respect to section 3, the reason this is in there is, we had one case in 
which it was from our viewpoint desirable for the Government to 
enter into a 10-year contract in lieu of a 1-year contract for the fur- 
nishing of utility services in Idaho. 

Representative Hotirrerp. Why could you not do that under 164, 
which gives you the right to contract or provide electrical utility 
services for periods not exceeding 25 years ? 

Mr. Horurneswortu. That section is limited to electrical utility 
services at Oak Ridge, Portsmouth, and Paducah. 

I might also point out here as candidly as possible: General Serv- 
ices Administration does have such authority, and in connection with 
the Idaho arrangement, we were able to work out such an arrange- 
ment through the General Services Administration. 

Representative Hotrrretp. Why can you not continue to use them ? 

Mr. Hotirncswortru. We can, sir. This is not a pressing require- 
ment, and from the Commission’s standpoint, it would be a desirable 
amendment to the act, but it is not an urgent one. 

Representative Horirretp. I would say that the Congress set up the 
General Services Administration to do this type of thing for other 
Government agencies; they have lawyers, they have a department 
down there which is cognizant of all the ins and outs of utility rates, 
and they are accustomed to making these contracts as a matter of 
routine. It comes up as an occasional thing for you to do in the 
Atomic Energy Commission. 

It would seem to me that you should avail yourselves of a perma- 
nent agency established for that purpose which has expert negotiators 
on this subject, rather than to undertake this yourself. If you need 
10 years’ worth of services at “X” location, you notify the General 
Services Administration and leave it up to them to do the negotiation 
for it. The chances are you will get a better bargain out of it to the 
taxpayer, because I know of some of the contracts which they have 
negotiated and they have been very successful. 

Ve have to answer a rolleall, gentlemen. We will postpone the 
balance of the hearing for the time being. 

Chairman Durnam. Then, you do not feel that “3” is necessary ? 
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Mr. Hottineswortn. It is not necessary, Mr. Durham. I think it 
is desirable, but if the committee wishes us to go the General Services 
Administration route, we will certainly not offer any opposition to 
that. 


Representative Hottrrevp. We will adjourn at this time to answer 
the rolleall, subject to the call of the Chair and notification of the 
Commission, in case you want to go over the matters we have discussed 
today. 

Thank you, gentlemen. 

Mr. Hotirneswortu. Thank you, Mr. Chairman. 

(The remaining material in the AEC statement follows :) 


Section 7—Disposal of contractor records 


Section 166 of the Atomic Energy Act of 1954, as amended, provides that the 
Comptroller General will have access to contractor records resulting from nego- 
tiated contracts for a period of 3 years after final payment, except contracts 
with any foreign government or any agency thereof, and contracts with foreign 
producers. Similar provisions are included in the 1953 and 1954 Independent 
Offices Appropriations Acts. On June 2, 1953, the Commission wrote to the 
Comptroller General with reference to the effect of this requirement on its 
program for disposing of contractor records before the expiration of the 3-year 
period, when it had determined that the records were of no further value. The 
Comptroller General replied on October 4, 1953, stating that there was no objec- 
tion to the disposal of contractor records provided the audit functions of GAO 
could be properly accomplished before the records were destroyed. Based upon 
this interpretation, the Commission prepared and obtained approval of disposal 
schedules covering over 400 items of contractor-generated records. The retention 
period on each record item had been reviewed and agreed to by GAO. The 
schedules are published in AEC manual, ch. 0230, for the guidance of the Com- 
mission staff. Most contractors have cooperated in applying the records dis- 
posal schedules. During fiscal years 1954 and 1955, they disposed of 143,000 
cubie feet of records, which represented an annual cost reduction of $286,000. 
However, one contractor declined to dispose of its records prior to the 3-year 
period specified in section 166, contending that neither the Commission nor the 
GAO could authorize such disposal. In order to avoid any possible question on 
contracts entered into in the future, the proposed amendment is submitted which 
would provide that nothing in section 166 would preclude the earlier disposal of 
contractor and subcontractor records in accordance with records disposal sched- 
ules agreed upon between the Commission and the GAO. 

This concludes my prepared statement, Mr. Chairman. If there are any 
questions, I, or members of the Commission’s staff, shall be happy to attempt 
to answer them. 


(Following the hearing the following letter, dated July 11, 1958, 
was received by the committee :) 


UNITED STaTES ATOMIC ENERGY COMMISSION, 
Washington, D. C., July 11, 1958. 
Mr. JAMES T. RAMEY, 
Eazecutive Director, Joint Committee on Atomic Bnergy, 
Congress of the United States. 


DeaR Mr. RAMEY: Pursuant to Mr. Conway’s request at the conclusion of 
yesterday’s hearing on the omnibus legislation, I am transmitting herewith for 
the information of the joint committee the exchange of letters with the Comp- 
trolier General which is referred to in section 7 of our prepared statement deal- 
ing with disposal of contractor records. You will note that although the 
prepared statement refers to the Comptroller General’s reply as being dated 
October 4, 1958, the correct date is August 4, 1953. 

Sincerely yours, 


R. E. HoLLinesworrH, 
Assistant General Manager for Administration. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., August 4, 1953. 
The CHAIRMAN, ATOMIC ENERGY COMMISSION. 


My Dear Mr. CHatrRMAN: Further reference is made to your letter of June 2, 
1953, in which you inquire as to whether disposal schedules which have been 
approved by the Joint Committee on Disposition of Executive Papers, the Gen- 
eral Services Administration, and the General Accounting Office, may continue 
to be applicable to records of the Atomic Energy Commission affected by the 
cited provision contained in the Commission’s appropriation in the Independent 
Offices Appropriation Act, 1953 (66 Stat. 396). 

The provision in question was inserted to give the General Accounting Office 
the right to examine directly pertinent records and books of contractors and 
subcontractors when contracts have been negotiated without the restraints im- 
posed by competitive bidding. However, while a time limit has been set for 
the retention of such records, there would appear to be no objection insofar 
as this Office is concerned to the disposition of such records under approved 
schedules, provided the audit functions of the Division of Audits may properly 
be accomplished prior to the date set by such schedules. 

Sincerely yours, 
LINDSAY WARREN, 
Comptroller General of the United States. 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., June 2, 1953. 
The honorable the COMPTROLLER GENERAL OF THE UNITED STATES. 


DeaR Mr. COMPTROLLER GENERAL: Pursuant to the act of July 7, 1948 (57 
Stat. 380), and the Federal Records Act of 1950 (63 Stat. 381 et seq.), the 
Atomic Energy Commission has prepared schedules for the disposition of records 
within specific categories after retention for a reasonable period of time. Pur- 
suant to the 1948 act, these schedules have been submitted for approval to the 
General Services Administration and to the Joint Committee on Disposition 
of Executive Papers. Whenever the proposed schedules have dealt with dispo- 
sition of records involving fiscal affairs they have been submitted also to the 
General Accounting Office for approval under section 9 of the 19438 act. 

The Atomic Energy Commission conducts much of its program through the 
use of cost contracts. So that the records-management program of the AEC 
may be of comprehensive effect, many of the disposition schedules which have 
been submitted for approval relate not only to AEC records, but also to those 
records of its cost contractors which are generated under these contracts. In 
many of these cost contracts, provision is made that the records to be generated 
by the contractor under the contract will be property of the Government. Even 
where the contract does not give title to the contractors’ records to the Govern- 
ment, arrangements have been worked out in many instances whereby the 
contractor has agreed to dispose of his records in the manner provided for in 
approved disposal schedules. Only in this way could the Commission be as- 
sured that important records would be retained for an adequate period of time 
and yet avoid the extreme financial and management burden of providing 
facilities for and control over the vast quantities of records generated in the 
execution of its responsibilities. 

After the internal mechanism was established to prepare these disposal 
schedules, the Congress, in the 1953 Independent Offices Appropriation Act, 
added to the Commission’s appropriation the following proviso: 

“No part of the appropriations herein made to the Atomic Energy Commis- 
sion shall be available for payments under any contract hereafter negotiated 
without advertising by the Commission, except contracts with any foreign 
government or any agency thereof and contracts for source material with foreign 
producers, unless such contract includes a clause to the effect that the Comp- 
troller General of the United States or any of his duly authorized representa- 
tives shall until the expiration of 3 years after final payment have access to 
and the right to examine any directly pertinent books, documents, papers, and 
records of the contractor or any of his subcontractors engaged in the perform- 
ance of and involving transactions related to such contracts or subcontracts: 
Provided, That no part of such appropriations shall be available for payments 
under any such contract which includes any provision precluding an audit by the 
General Accounting Office of any transaction under such contract.” 
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Most of our cost contracts now contain or soon will contain the clause re- 
quired by that proviso. The question has now arisen whether disposal sched- 
ules which have been approved by the Joint Committee on Disposition of Execu- 
tive Papers, the GSA, and the GAO, may continue to be applicable to records 
affected by this clause. It is our view that this proviso was not intended to 
interfere with the orderly disposition of records in accordance with approved 
disposal schedules. 

As of the present time these approved disposal schedules have been suspended 
for those records which are affected by the above-quoted statutory provisions. 
We are writing you this letter to inquire whether your office would have any 
objection to our resuming the disposition of all our records in accordance with 
approved schedules. 

Sincerely yours, 


GorDON DEAN, Chairman. 


(Whereupon, at 12:15 p. m., Thursday, July 10, 1958, the sub- 
committee adjourned, to reconvene Thursday, July 17, 1958.) 
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THURSDAY, JULY 17, 1958 


ConGrEss OF THE UNtrep Srares, 
SUBCOMMITTEE ON LEGISLATION, 
Jornt CoMMITTEE ON Atomic ENERGY, 
Washington, D.C. 

The committee met, pursuant to call, at 2 p. m., in room 429, Old 
House Office Building, Representative Melvin Price presiding. 

Present: Representatives Melvin Price (presiding) and Van 
Zandt. 

Also present: James T. Ramey, executive director, and David R. 
Toll, staff counsel, Joint Committee on Atomic Energy. 

Representative Price: The committee will now take up the so-called 
omnibus bill, H. R. 13120, to amend various sections of the Atomic 
Energy Act. This is the third of the bills we have under considera- 
tion this afternoon. 

(The earlier portion of the July 17, 1958, hearing has been printed 
in the hearings entitled “Operation of AEC Indemnity a 

A public hearing was held on this bill a week ago last Thursday, 
July 10, 1958, and testimony was received from representatives of 
the Atomic Energy Commission. The hearings were not completed, 
however, and this afternoon we are scheduled to receive further 
testimony. 

Among other things, the committee has received a letter dated 
July 16, 1958, suggesting additional language for section 53 c. of the 
act, in accordance with questions raised by the subcommittee at the 
July 10 hearing. 

Without objection, I would like to insert in the record at this point 
a copy of the letter dated July 16, 1958, from AEC General Manager 
Foster to Mr. Ramey. 

(The document referred to follows :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 


Washington, D. C., July 16, 1958. 
Mr. JaMes T. RAMEY, 


Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 


DeAR Mr. Ramey: At the hearing on July 10, 1958, before the Subcommittee 
on Legislation of the Joint Committee on Atomic Energy, the Commission staff 
testified as to the so-called omnibus bill. In connection with that portion of 
the bill which would add a new paragraph (4) to subsection 53 a. of the 
Atomic Energy Act of 1954, as amended, questions were raised (transcript p. 18) 
as to whether a corresponding amendment should also be made to section 53 ec. 

Section 53 c. provides that— 

“The Commission may make a reasonable charge, determined pursuant to this 
section, for the use of special nuclear material licensed and distributed under 
subsection 53 a. (1) or subsection 53 a. (2) and shall make a reasonable charge 
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determined pursuant to this section for the use of special nuclear material 
licensed and distributed under subsection 53 a. (3). The Commission shail 
establish criteria in writing for the determination of whether a charge will be 
made for the use of special nuclear material licensed and distributed under 
subsection 53 a. (1) or subsection 53 a. (2) conisdering, among other things, 
whether the licensee is a nonprofit or eleemosynary institution and the purposes 
for which the sepecial nuclear material will be used.” 

It is the Commission’s intention to impose the use charge with respect to 
commercial or industrial uses of special nuclear material which may be licensed 
or distributed under the proposed subsection 53 a. (4). Hence, we would have 
no objection to making imposition of the use charge mandatory with respect 
to special nuclear material distribution under the proposed subsection 53 a. (4). 
However, it is possible that unanticipated situations not involving commercial 
or industrial uses may arise, in which it will be desirable to license and dis- 
tribtue special nuclear material under subsection 53 a. (4) and also to waive 
the use charge, subject to the condition that such waiver be established by 
criteria in writing (as provided in section 53 c.) and that the proposed criteria 
be submitted to the Joint Committee on Atomic Energy 45 days in advance pur- 
suant to the provisions of section 58. Accordingly, we prefer that section 53 c. 
be amended to read as follows: 

“The Commission may make a reasonable charge, determined pursuant to this 
section, for the use of special nuclear material licensed and distributed under 
subsection 53 a. (1), subsection 53 a. (2), or subsection 53 a. (4) and shall make 
a reasonable charge determined pursuant to this section for the use of special 
nuclear material licensed and distributed under subsection 53 a. (3). The 
Commission shall establish criteria in writing for the determination of whether 
a charge will be made for the use of special nuclear material licensed and 
distributed under subsection 53 a. (1), subsectiton 53 a. (2), or subsection 53 a. 
(4), considering, among other things, whether the licensee is a nonprofit or 
eleemosynary institution and the purposes for which the special nuclear 
material will be used.” 

Sincerely yours, 
PaAuUL F. Foster, General Manager. 


Representative Price. Also by letter dated July 16, 1958, the Com- 
mission submitted suggested new language for section 161 u. in section 
6 of the bill in response to questions raised by the subcommittee during 
the July 10, 1958, hearing. 

Without objection I would like to insert in the record at this point 
copy of the letter dated July 16, 1958, from General Manager Foster 
to Mr. Ramey. 

(The document referred to follows :) 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., July 16, 1958. 
Mr. JAMES T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR Mr. RAMEY: On July 10, 1958, during the course of the hearing on 
H. R. 13120, the Commission’s omnibus legislation for 1958, the committee 
raised two questions with respect to section 6 (subparagraph 161 u.). This 
proposed new subsection would permit the Commission to provide processing 
and other services connected with the use of source, byproduct, or other material, 
or special nuclear material in Commission-owned facilities pursuant to the terms 
of an international arrangement or an agreement for cooperation. 

The first question was directed to the period of time within which the 
Commission could enter into such contracts. The second question had refer- 
ence to the pricing for such services. 

Attached as appendix A to this letter is a redraft of subsection 161 u., which 
we believe will meet with the desires of the committee. Should you have any 
questions with respect to the draft language, we shall be available for any 
further discussion you may deem appropriate. 

Sincerely yours, 


Paut F. Foster, General Manager. 
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APPENDIX A 


u. Enter into contracts for the processing, fabricating, separating or refining 
in facilities owned by the Commission of source, byproduct or other material, 
or special nuclear material, in accordance with and within the period of an 
agreement for cooperation while comparable services are available to persons 
licensed under sections 103 or 104: Provided, That the prices for services under 
such contracts shall be no less than the prices currently charged by the Com- 
mission pursuant to section 161 u. 

Representative Price. In addition, the subcommittee wishes to ob- 
tain more detailed testimony as to each of the four clauses pertaining 
to long-term contracts in proposed new subsection 161 v. on pages 
4, 5, and 6 of the bill, and to receive testimony on section 7 of the bill. 

I understand that the principal witness for the AEC this after- 
noon will be Mr. Robert E. Hollingsworth, Assistant General Manager 
of the AEC. 


We are glad to have you with us this afternoon, Mr. Hollingsworth. 
Would you please proceed ? 


STATEMENTS OF R. E. HOLLINGSWORTH, ASSISTANT GENERAL 
MANAGER; E. J. BLOCH, DIRECTOR OF DIVISION OF PRODUCTION; 
W. K. DAVIS, DIRECTOR OF DIVISION OF REACTOR DEVELOP- 
MENT; HAROLD PRICE, DIRECTOR OF DIVISION OF LICENSING 
AND REGULATIONS; CLARK VOGEL, ASSISTANT DIRECTOR, DIVI- 
SION OF INTERNATIONAL AFFAIRS; ROBERT LOWENSTEIN, 
OFFICE 0F GENERAL COUNSEL; CHARLES EASON, OFFICE OF GEN- 
ERAL COUNSEL; AND WILLIAM ENGLISH, OFFICE OF GENERAL 
COUNSEL, ATOMIC ENERGY COMMISSION—Resumed 


Mr. Hotiinesworrn. Mr. Price, as you have indicated we have 
submitted revised language. I believe and hope that our letters were 
self-explanatory, pertaining to section 53 ¢c. and also pertaining to 
section 161 u. of the Atomic Energy Act. 

I do have a prepared statement which is a further section by section 
analysis of the portion of the proposed amendments dealing with long- 
term contract authorities which I would be happy to read at such time 
as you may desire. 

Mr. Tou. Mr. Hollingsworth, before you get into that statement on 
the long-term contract, we might touch briefly on these two letters 
dated July 16 and your suggested changes to those parts of the bill. 

The first. one pertained to section 1 of the bill which would have 
added a new section 53 a. to the Atomic Energy Act, and it was 
pointed out at the last meeting that this might in some way affect 
existing section 538 (c) in the act. Could you read the suggested 
language on page 2 of your letter that the Commission now suggests? 

Mr. Hoturneswortn. I would be glad to do so, Mr. Toll. The 
suggested language for section 53 c. is as follows: 

The Commission may make a reasonable charge determined pursuant to this 
section for the use of special nuclear material licensed and distributed under 
subsection 3 a. (1) subsection 53 (a) (1), subsection 53 (a) (2) or subsection 
53 (a) (4), and shall make a reasonable charge determined pursuant to this 


section for the use of special nuclear material licensed and distributed under 
subsection 53 (a) (3). The Commission shall establish criteria in writing for 


the determination of whether a charge will be made for the use of special 
nuclear material licensed and distributed under subsection 53 (a) (1), subsec- 
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tion 53 (a) (2) or subsection 53 (a) (4), considering among other things 
whether the licensee is a nonprofit or eleemosynary institution and the purpose 
for which the special nuclear material will be used. 

Mr. Totu. Therefore, as I read this new language together with 
your letter the Commission would like to have discretion as to whether 
or not to make a charge with relation to this new subsection 53 (a) 
(4) to be added, is that correct ? 

Mr. Price. That’s right, Mr. Toll. It is primarily on account of 
situations that we just cannot now foresee. As we stated in the letter, 
we have every intention of making a charge for material distributed 
under 53 (a) (4) for commercial or industrial purposes. We are 
just not sure that there is not still a gap somewhere where a use would 
not be strictly commercial or industrial and still might not fit in under 
the other criteria of 53 (a) (1). In view of the fact that all of these 
discretionary provisions have to come to the Joint Committee for 45 
days on the criteria anyway, we thought that the prudent recom- 
mendation for us to make would be to have it in that category rather 
than in the mandatory charge category. 

Mr. Tou. The existing section 53 (c) says that you may make a 
reasonable charge as to subheads 1 and 2 in 53 (a). 

Mr. Price. That’s right. 

Mr. Toru. And that you shal/ make a charge for 53 (a) (3) which 
pertains to section 103 licenses, or your commercial licenses. 

Mr. Price. That’s right. 

Mr. Toru. Therefore, the only question is this new subhead 4, is 
whether it shall make a reasonable charge or may make a reasonable 
charge. 

Mr. Price. This language that Mr. Hollingsworth just read is ver- 
batim what is in the present law except the two places that the words 
53 (a) (4) are inserted. 

In other words, it would put the 53 (a) (4) distributions under the 
discretionary provision relating to charging rather than the manda- 
tory provision. 

Mr. Tot. It would be understood, though, that whenever there was 
to be a commercial use you would make a charge, is that right? 

Mr. Price. That is what we say. We propose to make charges for 
any commercial or industrial use. Offhand I can’t think of any case 
that comes up under 53 (a) (4) that would not be in that category. 

Representative Price. Even though this might be a nonprofit insti- 
tution. In other words, it might be a public facility. 

Mr. Price. I can’t think of an example but it is conceivable that 
some situation would come up that was noncommercial and nonin- 
dustrial that would have to be under 53 (a) (4) where we would think 
it would be wise to waive. 

I can’t think of an example. That is the reason for the recom- 
mendation, though. 

Mr. Tou. That brings up your other letter of July 16 which sub- 
mitted new language for 161 u., so that on page 4 of the bill this new 
language would be substituted for the language now existing in page 
4 of the bill, is that correct, Mr. Hollingsworth ? 

Mr. Hoxiirncswortu. That is correct, Mr. Toll. 

Representative Price. What is the difference in the language ? 
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Mr. Hoiiincsworru. At our previous hearing Mr. Holifield, I be- 
lieve, and maybe other members of the committee raised the question 
as to whether or not this language should not in some way assure the 
fact that the charges and the period of time into which we could 
enter into contract agreements for furnishing services under interna- 
tional] agreements should be at least equivalent to or the same as the 
charges and the period of time in which we would provide such serv- 
ices domestically. We have drafted this language with the intent of 
meeting the comments raised by the committee at our earlier hearing. 

Mr. Tox. This language would seem to take care of it so far as 
the prices are concerned, in saying that they shall be no less than those 
currently charged by the Commission pursuant to section 161 m., 
which is the domestic price-charging authority. 

What does it say with respect to the time period ? 

Mr. Hoxurneswortu. In the fifth line of the proposed language 
there are the words “while comparable services are available to per- 
sons licensed under sections 103 or 104.” 

Mr. Tot. Is that the key word or is it the phrase “within the pe- 
riod of the agreement for cooperation.” 

Mr. Krarzer. Mr. Toll, what we had in mind there is that contracts 
could be entered into with foreign governments or foreign corpora- 
tions for periods of time up to the limit of time of the applicable 
period of an agreement for cooperation, but that those contracts 
would provide that the services to be provided under them would be 
provided only while we are providing comparable services to persons 
licensed domestically under sections 103 or 104. In other words, if 
we entered into a contract for 10 or 15 years running coincidentally 
with an agreement for cooperation, and during that period we dis- 
continued providing similar services in the United States we would 
discontinue providing those services under that agreement. 

Mr. Tort. Would you have to amend any existing agreements for 
cooperation in order to reflect this idea ? 

Mr. Kratzer. We have not entered into any long-term contracts for 
processing because we have not had the authority to do so. This 
section would provide that authority. So, these contracts for proc- 
essing would be new documents, none of which have been written yet, 
and which would reflect this concept. 

Mr. Totz. In your previous testimony, I believe you said that 
most of your standard agreements for cooperation contain a reproc- 
essing provision. 

Mr. Krarzer. They contain a provision that fuel must be returned 
to the United States for reprocessing, but they don’t make any com- 
mitment with respect to charges or anything of that nature. 

They also provide that facilities acceptable to the Commission may 
be used instead. 

Representative Price. Mr. Ramey, do you have a question? 

Mr. Ramey. Under this language could you contract longer on 
foreign arrangements than you could under the proposed domestic 
arrangements ? 

Mr. Kratzer. Under our domestic arrangements we have the au- 
thority to enter into contracts for such period of time as the Commis- 
sion deems necessary and desirable. 

I believe that is the language. We have as a matter of policy 
announced some year and a half ago, I believe, that we are prepared 
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to enter into contracts at this time through the period ending June 
30, 1967. We have not said what we will do after that time. 

Under their language we could enter into contracts for a period 
beyond June 30, 1967. 

Mr. Ramey. That period of 1967 was for your foreign ? 

Mr. Krarzer. No, this is our domestic authority. 

Mr. Ramey. On reprocessing. 

Mr. Kratzer. Yes. We have the authority domestically to enter 
into processing contracts for any period of time. But we have -pub- 
licly announced that at the moment we are prepared to enter into 
those contracts through the period ending June 30, 1967. 

Mr. Ramey. Why do you need this additional language here on 
processing and services, and so on, that you have in the bill 

Representative Price. Paragraphs 1, 2, and 3 you mean. 

Mr. Tou. 161 (v) (1). 

Mr. Kratzer. May I ask if I can have the question again ? 

Representative Price. On page 4 in subsection (v) of your section 
161, you deal quite extensively with long-term contracts. The ques- 
tion was why you need these provisions in this bill if you have the 
authority you just stated you already have. 

Mr. Torx. In 161 (v) (1) you specifically request authority for 
long-term contracts for reprocessing of irradiated materials. 

Mr. Ramey. Not toexceed 5 years. 

Mr. Kratzer. This is the acquisition of services. This is not the 
area that I am competent to talk about, but as I read this, sir, this 
related to an authority that would be given to the Commission to 
acquire services. We are talking here about the authority to render 
services. 

Mr. Eason. Within our own installations. 

Mr. Kratzer. We have that authority domestically now under 
161 (m). We do not have it with respect to foreign activities. 

Representative Price. While we are on this subsection (}) is there 
any urgency about this section of the bill ? 

Mr. Hoiirneswortrn. I believe there is, Mr. Price, in that the 
urgency pertains to our apparent lack of authority to enter into con- 
tracts for the acquisition of space in test reactors. I believe during 
the coming year the Commission would desire to acquire such space 
under contract. 

Representative Price. How long has this urgency been in existence ? 

Mr. Davis. The Commission adopted a policy about a year and a 
half ago, if I remember correctly, Mr. Price, which reflected first of 
all our estimated needs for additional test reactor space, and also the 
intent to contract for such space in reactors to be built by industry. 

We have been seeking, I believe, since about that time the au- 
thority to enter into such contracts. This authority is particularly 
necessary at this time because of our plans to implement what has been 
called the expanded fuel cycle program which was a part of our pres- 
ent request to Congress for appropriations. 

This contemplates quite a long-range program of developing ad- 
vanced fuel elements, testing them in test reactors, and testing them 
in power reactors, taking them out, disassembling them and examin- 
ing them and trying in this way to speed up materially the develop- 
ment of advanced types of fuel elements for some of the types of re- 
actors which themselves are fairly well developed today. 





AEC “OMNIBUS” BILL 51 


Representative Price. Are you contemplating here of acquiring 
services to the extent of entering into a contract with a company to 
do this work where they might need a new facility and there would 
be an amortization period of a few short years ? 

Mr. Davis. There will be several kinds of things required, Mr. 
Price. First of all are the test reactors themselves which would enter 
in not only to any aspects of a new fuel cycle program but there is 
already a need w hich exists for the present programs. 

But in the case of trying to carry through this specific develop- 
ment of the advanced fuel elements, we would need to know at the 
very start what kind of fuel elements we were working on and in par- 
ticular exactly what reactor they would be going into. 

In testing them in the reactor you would vant to have special in- 
strumentation, you would want perhaps to have special control facili- 
ties to make sure they were handled properly. 

You would want to make sure there were facilities, once they had 
been irradiated for examining them, for testing them, for seeing what 
kinds of damage they had sustained or possibly to see what happened 
to their reactivity during the course of a long-term radiation in a 
power reactor. These are all things that have to be planned at the 
start. 

We get into a lot of details where you simply can’t operate without 
knowing where the program is going to go. It may take 2 to 3 or 2 to 
4 years ‘to do the dev elopment ‘work and do the preliminary testing, 
to arrange for the facilities, to get them constructed. 

The tests themselves, pi articular ly if they are successful in develop- 
ing long life fuel elements, might take as long as 4 or 5 years before 
the test would actually be sasileelie and you would finish examining 
the last batch of fuel elements from the program that was started 
many years earlier, so this particular need which is not the only one 
but is the most pressing one, at least in my mind, is one where we 
simply really can’t start now unless we have the authority to contract 
for the various stages of it within the next year. 

Representative Price. This would not give you the authority to 
make specific contracts, would it ? 

Mr. Davis. This would give us authority to make long-term type 
of contracts that would be necessary to carry out such a program. 

Representative Price. This is a section of the bill that the subecom- 
mittee has been interested in. Unfortunately, we have a situation with 
an important bill on the floor of the House this afternoon so that most 
of the subcommittee members who have had the advantage of sitting 
through earlier meetings on this are not here this afternoon. 

I know they are greatly interested in the next few paragraphs in 
the bill. I don’t really know what the situation is on the floor, but I 
do know that they are detained over there. 

I know that other members of the subcommittee would like to hear 
testimony on the next 3 or 4 paragraphs. I wonder if we could just 
try to adjust the situation to fit in with that scheme of things if we 
could pass now to the last paragraph of the bill and perhaps by that 
time maybe some of these other members will be back here because I 
know they are interested in the next few paragraphs and will want to 
question the Commission on them. 


Mr. Ramey has some other questions on subsection (u) before we 
do that. 
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Mr. Ramey. You were mentioning your authority on these foreign 
| reprocessing agreements. What section is that authority that you 
| have at the present time ? | 

Mr. Kratzer. We have none at the present time, except for the 

domestic. | 
Mr. Ramey. Only what you are proposing? | 
Mr. Kratzer. Yes, sir. 
) Mr. Ramey. What you are proposing, though, is in excess of what 
your present authority is for domestic purposes ? 

Mr. Krarzer. No. I would say in reality that it is somewhat less 
than our present legal authority ate. Domestically we have 
the authority under 161 (m) to enter into these contracts for the sup- 
ply of services for such periods of time as we deem necessary or 
desirable. 

This would be limited under the proposed 161 (u) to the period 
of the agreement for cooperation and would be further limited in the 
fact that we could only provide services while we are providing them 
domestically. As I pointed out earlier, we are at the moment enter- 
ing into contracts domestically for a period through June 30, 1967, 
but we have the legal authority to go much beyond that in time. 

Mr. Ramey. I think last week we also raised the question about 
your authority in an arrangement like this to provide services not only 
from Commissioned-owned facilities, but also the alternative if you 

: could get private facilities and handle it under the same contractor, 
whether you would have authority to do it or whether you might 
i want to do it. 

Mr. Krarzer. We considered that, and of course, the first point 





that we came across was the fact that our domestic authority under 

. 161 (m) is limited to providing the services in facilities owned by the 
Commission. 

So that if we enlarge this section 161 (u) to providing the serv- 

ices either in the Commission facilities or in other facilities it would 


in that respect be a broader authority than we have domestically. 
We think we have handled this problem by providing here that 
we will render the services under these contracts only while we are 
rendering them domestically, the thought in mind being that we 
will stop rendering them domestically when they become commercially 
available. | 
At that time we would expect the reactor operators, both domestic 
and foreign, to avail themselves of the commercially available | 
services. | 
We think perhaps that it might be best if we did not play the 
role of middleman in these arrangements between the reactor operator 
and the commercial processor when the commercial services are 
available. | 
Mr. Ramey. I have one other question. Would there be any prob- | 
lem here on your pricing arrangement so that the prices will be no 
less than that currently charged by the Commission, in dealing with 
an international agency, as with Euratom or with the International 
Atomic Energy Agency? In these cases they sort of act as the 
middleman in these arrangements, and they might have to charge an 
overhead or something so that what they come out with will be a 
higher price to their client than the Commission would be providing | 
in a direct bilateral arrangement? 





AEC “OMNIBUS” BILL 53 


Mr. Vocex. I might try to answer that, Mr. Ramey. I believe 
there is a potential problem under this language. You will recall 
that the agency participation act requires the sale of special nuclear 
material to the agency at prices no less than those charged in the 
United States to domestic licensees. This has given some difficulty 
because it has been pointed out, as you have, that the agency will 
act as a middleman and that there will be an administrative charge 
and overhead connected with it. The same problem might arise under 
this language at the end of the fuel cycle. 

Mr. Ramey. Maybe they ought both to be examined at the same 
time, possibly as a way of taking care of the problem if it is the policy 
of the United States to encourage the International Atomic Energy 
Agency. 

Mr. Vocet. I would be very glad to see such a look taken at both 
exempting the agency from some portion in this limitation as well 
as the limitation in the participation act, and I would be very happy 
to discuss it with you any time you desire. 

Mr. Ramey. Perhaps the Coniundaiahes might desire to submit a 
statement or report on the problem and possible ways of handling 
it. 

Mr. Vocen. Very good. We will be very glad to do that. 

(The following letter was subsequently received :) 


UNITED States ATOMIC ENERGY COMMISSION, 


Washington, D. C., August 1, 1958. 
Mr. JAMES T. RAMEY, 


Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Ramey: At the recent hearing before the Subcommittee on Legis- 
lation relating to the proposed omnibus bill, you raised a question concerning 
pricing arrangements with the International Atomic Energy Agency and sug- 
gested that the Commission might desire to submit a statement on the problem 
and possible means for meeting that problem. 

This is to advise you that the staff of the Commission, working in close con- 
junction with the Department of State, presently is considering methods for 
handling special nuclear material distributed to this Agency on terms enabling 
it to afford incentives for the utilization of reactor fuel under its auspices. 

We will keep you advised of the progress of this study and of any Commis- 
sion action taken in connection thereto. 

Sincerely yours, 
Rosert E. HOLLINGSWorTH, 
Assistant General Manager for Administration. 


Representative Price. Is the Commission prepared to testify also 
on section 7 of the bill on page 6? 

Mr. Hotiineswortn. Yes, sir; we are, Mr. Price. 

Section 7, disposal of contract or records. Section 166 of the Atomic 
Energy Act of 1954, as amended, provides that the Comptroller Gen- 
eral will have access to contractor records resulting from negotiated 
contracts for a period of 3 years after final payment except contracts 
with any foreign government or agency thereof and contracts with 
forei roducers. Similar provisions are included in the 1953 and 
1954 Independent Offices Appropriation Acts. On June 2, 1953, the 
Commission wrote to the Comptroller General with reference to the 
effect of this requirement on its program for disposing of contractor 
records before the expiration of. the 3-year period when it had de- 


termined that the records were of no further value. 
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The Comptroller General replied on August 4, 1953, stating that 
there was no objection to the disposal of contractor records provided 
the audit functions of the General Accounting Oflice could be properly 
accomplished before the records were destroy ed. 

Based upon this interpretation, the Commission prepared and ob- 

tained approval of disposal schedules covering over 400 items of con- 

tract or generated records. The retention period on each record item 
had been reviewed and agreed to by GAO. The schedules are pub- 
lished in AEC manual for the guidance of Commission staff. Most 
contractors have cooperated in applying the records-disposal sched- 
ules. 

During fiscal years 1954 and 1955, they disposed of 143,000 cubic 
feet of records which represented an annual cost reduction of $286,000. 
I am told that the annual cost reductions in the periods 1956 and 1957 
approximated those of 1954 and 1955. However, one contractor de- 
clined to dispose of its records prior to the 3-year period specified in 
section 166, contending that neither the Commission nor the GAO 
could authorize such disposal. 

In order to avoid any possible question on contracts entered into in 
the future, the proposed amendment is submitted which would provide 
that nothing in section 166 would preclude the earlier disposal of 
subcontractor and contractor records in accordance with records dis- 
posal schedules agreed upon between the Commission and the General 
Accounting Office. 

Representative Price. Would you give us an example of what type 
of records are involved ¢ 

Mr. Hoxtirncsworru. This is any type of record, Mr. Price, which 
is of the sort that would be needed by the General Accounting Office to 
audit the accuracy and the appropriateness of payments made by the 
Commission’s prime contractor or by the Commission to its prime 
contractor. 

Representative Price. Would they be records of a nature that might 
possibly be of importance to the contractor for internal-revenue pur- 
poses ¢ 

Mr. Hotiincswortru. No, I do not believe so, Mr. Price, because in 
this connection these are mainly contractors who are doing cost work 
and therefore for the account of the Atomic Energy Commission. 

It would pertain to such things as the minute billings that had been 

taken care of in connection with procurement m: utters, all of which 
would be in effect reimbursed by the Commission under the cost-type 
contracts. 

Representative Price. To your knowledge, has the Internal Revenue 
Service ever sought access to these types of records in an investigation 
of any tax cases ? 

Mr. Hoitirneswortu. No, sir, not to my knowledge. 

Representative Price. Mr. Toll. 

Mr. Tort. This amendment does not affect anything except sec- 
tion 166 of the Atomic Energy Act, so that any other statutes or 
requirements of law as to keeping records are not affected by this 
amendment ? 

Mr. Hotiineswortru. They would not be affected by this amend- 
ment. 
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Mr. Toui. Under this amendment, such records could still be dis- 
posed of only after an agreement by both the Commission and the 
GAO that those particular records were no longer necessary. 

Mr. Hoturnesworrn. That is correct. I believe the intent of section 
154 originally was simply to have these records available for the GAO 
until they had performed their final audits. 

Representative Price. I just want to be certain that there was no 
link here at all with vital records that might be of benefit to either 
the contractor or to the Government sometime in the event of a tax 
inquiry. 

Mr. Hoxtiinaswortru. I am sure if we thought so, Mr. Price, we 
would not be recommending that they be disposed of. 

Representative Price. Mr. Ramey, do you have any questions? 

Mr. Ramey. I have no questions, Mr. Price. 

Representative Price. Then we will hear from Mr. Haycock and 
Mr. Abbadessa, of the General Accounting Office, on this section. 


STATEMENTS OF STEPHEN P. HAYCOCK, OFFICE OF THE GENERAL 
COUNSEL; AND JOHN P. ABBADESSA, ASSISTANT DIRECTOR, CIVIL 
ACCOUNTING AND AUDIT DIVISION, GENERAL ACCOUNTING 
OFFICE 


Mr. Haycock. I think what the Commission has testified to is true. 
The statute in the basic act provides merely that the Comptroller 
General shall have access to these records for a period of 3 years after 
final payment. We have no use for the records as far as our audit 
purposes are concerned after those purposes have been served. I 
think that the objection made by the contractor who raised the ques- 
tion is rather technical, but I think that technically it is probably 
correct and I know that we ourselves told the Commission that we 
would have no objection if by arrangement with us after our audit 
purposes were served these records were disposed of. 

I think the objection that was raised by the contractor is purely a 
technical objection rather than a practical objection. 

Of course, as was stated, this would not, in our opinion, affect any 
other requirements under other laws for the retention of these records. 

Representative Pricer. The contractor was on solid ground in his 
point of view because he was supported by the law. 

Mr. Haycock. Yes, I think this is correct, sir. 

Representative Price. The General Accounting Office sees no objec- 
tion to the disposal of the records after this period. 

Mr. Haycock. I would like to have Mr. Abbadessa answer that. He 
is more familiar with the type of records and could tell you what the 
general program is. I don’t know. 

Mr. Anpapressa. We have had a procedure established with the Com- 
mission since the exchange of letters between the Comptroller General 
and the Chairman of the AEC whereby the Atomic Energy Commis- 
sion and their contractors review the need for records and prepare 
schedules indicating which records they believe are no longer necessary 
for the purpose of retention. They submit those schedules to us, and 
we check them and review them. That is as far as my Division goes. 
We check them for our need to perform the audit. 
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Quite often the records are administrative-type records that we do 
not have any need for in our audit, and we will approve the schedule. 

Quite typically they will be supporting-type records from which the 
information is accumulated and preserved in other summary records, 
and there is no real reason after the 3-year period to maintain a lot of 
detailed records. 

We review the schedules in detail and then we will either agree or 
disagree. If we agree, the Commission publishes a list for the use of 
their employees and their contractor employees as to which records 
can be disposed of. 

Representative Price. Is this a pattern that has been followed in 
other agencies of the Government ? 

Mr. Appapessa. I can’t answer that categorically. I do know that 
our office has been contacted by other agencies of the Government 
where a legislative requirement similar to this has caused some concern 
to the contractor. 

If you take a research contract that you have executed and then 
extend it from year to year it might run 10 or 15 years, and there could 
be a tremendous accumulation of records that serve no real purpose. 

Other men in my organization in charge of other audits that have 
this problem have come to us because of the pattern we have on AEC, 
and we have explained how we have worked it out. 

I honestly do not think that our arrangement is the typical arrange- 
ment, but 1 can’t speak with complete knowledge on that. 

I do think that the present arrangement we have with AEC is a 
practical one. 

Representative Price. Would you agree with AEC that these would 
not be the type of records that might in any way be involved in a tax 
case ? 

Mr. Appapessa. I don’t know the answer to that, Mr. Price. When 
we review an AEC schedule to determine whether the records would 
have any additional service to us for audit, we review it only from 
that standpoint. As was brought out in the AEC testimony, or I 
believe in Mr. Toll’s comments, this pertains only to this particular 
provision. If the income-tax law has a statute of limitations that 
runs 6 years and we agree that we do not need a particular record 
after 3 years, I would assume that the contractor would be ill-advised 
if he did not retain the record for the 6 years. 

Representative Price. The question there would refer to the value 
of such papers in an investigation. Is there any value that you can 
see to the Internal Revenue Service in a tax investigation ? 

Mr. Aspapessa. I honestly don’t know, sir. 

I imagine that in a tax investigation a lot of records could be of 
value. I just cannot answer your question. We do not look at it 
from the income-tax angle. 

Representative Price. Thank you very much. We can gather, 
however, that both the AEC and the General Accounting Office favor 
the inclusion of this section in the legislation. 

Mr. Appapessa. That is correct, sir. 

Representative Price. Thank you very much. 

I don’t know what to do about continuing this hearing because I 
do know that members of the subcommittee are vitually interested 
in the section of the bill from subsection v. on down to subsection 7. 
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Do we have a statement on this section that covers subsection v. on 
age 4 and covers then the paragraphs marked 1, 2, and 3, and the 
dla on page 6 down to section 7 4 

Do you have a statement cover ing those? 

Mr. Houiinesworrn. Mr. Price, I do have such a statement. 

Representative Price. I think we ought to at least get the state- 
ment in the record at this time. Would you read the statement? 

Mr. Hotirnesworn. I would be glad to, Mr. Chairman. We pre- 
sented material in the statement that I gave last week that is also 
covered in this material. 

However, it is our understanding that it may be desirable to present 
this afternoon a section-by-section analysis of our proposed long- 
term contract amendment, designated as subsection v., which starts on 
page 4, line 24 of H. R. 13120, introduced on June 25, 1958. Sub- 
section v. (1) would authorize the Commission to enter into contracts 
for such periods of time as the Commission may deem necessary or 
desirable but not to exceed 5 years from the date of execution of the 
contract for the purchase or acquisition of reactor services or services 
related to or quired by the operation of reactors, including but not 
limited to chemical processing or reprocessing of irradiated material 
or fission products. 

It would be our intention under subsection v. (1) to enter into such 
contracts as may be necessary; for example, the reservation of test 
space in a reactor in order to utilize the services of such a reactor 2 
or 5 years hence when the need for that service is required. 

In addition the fabrication of loops and other facilities necessary 
for the conduct of tests in such reactors takes considerable time and if 
we are not assured of the space in the reactor we cannot go ahead with 
the preliminary work required for the test activities. 

Then again, these experiments are quite likely to extend over a 
period of several years. 

Under existing law, it is not possible to obligate funds of 1 fiscal 
year for services or supplies needed in another fiscal year unless such 
contract or obligation is otherwise authorized by law. 

While an argument might be made that the Commission could wait 
until the year the services are required to enter into a particular con- 
tract for space in a test reactor, the Commission could very well find 
itself in the position where the space would not be available at that 
time. 

Accordingly, in order to be in a position to carry out present pro- 
grams, it is necessary to request this authority at this time. 

_ Represent itive Price. I believe Mr. Toll has a question to ask on 

. (1). 

” ie Tot. There has been some discussion of wanting authority for 
test reactor space. Is all that authority contained in v. (1) orisv. (2) 
also needed as far as the test reactor problem is concerned 2 

Mr. Davis. Authority might be needed under both of these, Mr. 
Toll, because I don’t believe that in the existing reactors which would 
be covered by v. (1) that there would in all probability be sufficient 
space to meet the needs as we presently see them, much less the needs 
as we believe they will develop if we do go into an expanded program 
of developing fuel elements. 
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Mr. Ramey. How about the ones that are under construction now, 
like the GE and Westinghouse one? 

Would you contract with them under v. (1) or v. (2) ? 

Mr. Davis. Those would be contracted under 1. (1). 

Mr. Ramey. They would have no amortization aspects ? 

Mr. Davis. I don’t believe so. I might point out both of those are 
relatively small test reactors in terms of capacity. Our estimates are 
based actually on reactors of somewhat greater capacity and would 
indicate that at the present time our guess is that we would need 
more space just for our existing programs than the total capacity of 
those two reactors combined. 

Mr. Ramey. How about this one in North Carolina? 

Mr. Davis. This is substantially larger and I believe would add 
the same capacity as both of the other two put together. I should 
point out that in this connection and in reference to what Mr. Hol- 
lingsworh said, in planning to utilize space in a reactor you simply 

can’t go ahead and assume you are going to put this experiment in 
whatever reactor is available. 

You have to build a loop which is carefully tailored to the precise 
space in the reactor, which is tailored to the space which is available 
around the reactor, to the conditions in the reactor, to the facilities 
which are available. You have to really know when you start not 
only what reactor it is going into but exactly what is going into a 
particular reactor. There are some small tests you can do on a piece- 
meal basis but any major test in a test reactor is quite a complex and 
expensive experiment and only one that can be started if you know 
where it is going to go. 

Representative Price. Gentlemen, I think we had better recess 
because of a rollcall in the House. 

Mr. HotiinGswortu. Thank you, Mr. Price. 

Representative Price. Gentlemen, we will adjourn now until 10 
o'clock tomorrow morning. 

(Whereupon, at 3:55 p. m. Thursday, July 17, 1958, the hearing 
was recessed, to reconvene at 10 a. m. Friday, July 18, 1958.) 
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FRIDAY, JULY 18, 1958 


CONGRESS OF THE UNITED STATES, 
SUBCOMMITTEE ON LEGISLATION, 
Jount CoMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 429, 
Old House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Present: Representatives Holifield (chairman of the subcommittee) , 
Durham, and Price. 

Also present: James T. Ramey, executive director: David R. Toll, 
staff counsel; and George F. Murphy, professional staff member 
Joint Committee on Atomic Energy. 

Representative Hoiirrecp. The committee will be in order. 

The Subcommittee on Legislation of the Joint Committee on Atomic 
Energy is meeting this morning to resume testimony from representa- 
tives of the AEC and GAO on H. R. 13120 and S. 4048, companion 

bills, the so-called AEC, omnibus bills, to amend various sections of 
the Atomic Energy Act of 1954. 

The subcommittee held previous public hearings on these bills on 
July 10 and July 17 and we hope to complete ‘these hearings this 
morning. 

At the outset I would like to have witnesses review briefly the new 
language submitted by the AEC for proposed new subsection 161 
u. pertaining to reprocessing of materials under agreements for in- 
ternational agreements and then proceed with the long-term contract 
authority proposed under subsection 161 v. (1), (2), (3), and (4). 
At my request, representatives of the GAO are also present today 
to comment on these sections of the bill. 

I understand the principal witness for the Atomic Energy Commis- 
sion this morning is Mr. Robert E. Hollingsworth, Assist: ant General 
Manager. 

Weare pleased to have you, Mr. Hollingsworth. 

Will you please proceed with section 161 u. ? 
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STATEMENTS OF R. E. HOLLINGSWORTH, ASSISTANT GENERAL 
MANAGER; E. J. BLOCH, DIRECTOR OF DIVISION OF PRODUCTION ; 
W. K. DAVIS, DIRECTOR OF DIVISION OF REACTOR DEVELOP- 
MENT; CLARK VOGEL, ASSISTANT DIRECTOR, DIVISION OF INTER- 
NATIONAL AFFAIRS; MYRON KRATZER, DIVISION OF INTERNA- 
TIONAL AFFAIRS; CHARLES EASON, OFFICE OF GENERAL 
COUNSEL; AND DON S. BURROWS, CONTROLLER, ATOMIC 
ENERGY COMMISSION 


Mr. Hotuincswortu. Thank you, Mr. Chairman. 

Representative Horirrerp. I understand that some testimony was 
given on this yesterday. I could not be at the committee hearing 
yesterday because of the votes on the floor. It may be necessary to 
repeat a little bit to bring me up to date. 

Mr. HotirnesworrnH. Yes, sir, Mr. Chairman. Following the first 
hearing on this bill, the General Manager of the Atomic Ener zy Com- 
mission submitted to Mr. Ramey a memorandum dated July 16, 1958, 
which proposed language to meet the comments made by the com- 
mittee with respect to including in the language provisions that the 
prices for services under such contr acts shall be no less than the prices 
currently charged by the Commission pursuant to section 161 (m). I 
might, if you desire, read the proposed language that we have sub- 
mitted. 

Representative HorrrreLp. Very well. 

Mr. HotirneswortH. The proposed language is as follows: 

Enter into contracts for the processing, fabricating, separating, or refining in 
facilities owned by the Commission of source, byproduct or other material, or 
special nuclear material, in accordance with and within the period of an agree- 
ment for cooperation while comparable services are available to persons licensed 
under sections 103 or 104, provided that the prices for services under such 
contracts shall be no less than the prices currently charged by the Commission 
pursuant to section 161 (m). 

Representative Horirrecp. Will you explain to us what is contem- 
plated under this language? 

Mr. Kratzer. Mr. Chairman, the intent of this section of the bill 
would be to enable the Commission to enter into long-term agreements 
with persons or foreign governments with whom we have agreements 
for cooperation, to provide for the processing of special nuclear ma- 
terial in Commission facilities. The activity which we consider most 
likely to occur under this would be the chemical reprocessing of irra- 
diated reactor fuel elements, although the bill does provide authority 
for other types of processing as well. We have this authority cur- 
rently in the United States under section 161m, and under that au- 
thority we have publicly announced charges for the chemical re- 
processing of fuels elements and have indicated our willingness to enter 
into contracts with licenses under sections 103 and 104. We do know 
that in order to remove the concern that many of the potential power 
reactor operators abroad have with respect to availability of processing 
services, that we need similar authority to enter into these commit- 
ments abroad. 

This section of the bill would provide that authority. We have, 
as Mr, Hollingsworth pointed out, as a result of the previous testimony 
on this legislation made two changes which we feel are responsive 
to the comments that have been made. 
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First we have provided that the prices for the services when ren- 
dered to persons overseas will be no less than the currently charged 
prices in the United States. 

Representative Hoxrrrecp. At that point, are the currently charged 
eo in the United States arranged on the basis of recovering to the 

overnment the full cost of such services? 

Mr. Kratzer. Yes, they are. 

Representative Hotirtetp. So that the intent of the Commission 
is to recover in such instances all costs which can be attributed to these 
services. 

Mr. Kratzer. That is correct, sir. 

Representative Horirrecp. This would include the cost of trans- 
portation, the cost of processing, of fabricating, separating, or re- 
fining, and also the cost of waste disposal. 

Mr. Kratzer. That is correct, sir; with respect to waste disposal, 
of course, no one really knows what the ultimate cost might be. In 
the charges which we have announced for chemical reprocessing of 
irradiated fuel elements in the United States we have included the 
cost of the initial storage of the waste. 

In other words, the cost of the storage tanks in which these wastes 
will first be put after the fuel is processed. 

Representative DurHam. There are no foreign contracts in ex- 
istence today. 

Mr. Kratzer. That is correct. 

Representative DurHam. Under the present law you can contract 
on the basis of these foreign contracts. 

Mr. Krarzrer. Under the present law we would have to contract 
on a year-to-year basis. 

Representative DurHam. Just as you do here in America. 

Mr. Kratzer. Here in America under section 161 (m) we do have 
the long-term authority. 

tepresentative DurHAm. Have you had any inquiry from foreign 
countries as to the need for this type of contracting ? 

Mr. Kratzer. Yes, we have had a number of them. We know that 
they are quite concerned about the availability of processing services. 

Representative DurHam. Would you mind submitting those for the 
record / 

(The information referred to follows :) 


UnritTep States ATOMIC ENERGY COMMISSION, 
Washington, D. C., August 1, 1958. 
Mr. JAMEs T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. RAMEY: At the hearings on the proposed omnibus legislation, repre- 
sentatives of the Commission offered to supply for the record a statement con- 
cerning expressions of interest by foreign countries in the ability of the AEC 
to enter into long-term contracts for chemical processing services. 

As the testimony indicated, most of the inquiries received have been oral. 
However, we have received written inquiries from Allgemeine Elektrigitaets 
Gesellschaft of Germany and from Edison-volta S. p. a. of Milan, Italy. Sweden, 
Germany, France, and Japan have been particularly interested in processing 
costs, and representatives of these countries have held detailed discussions with 
the Commission’s staff on this matter. In addition, United States industrial con- 
cerns interested in making foreign reactor proposals have indicated the necessity 
of being able to provide long-term assurances for processing spent fuel elements. 
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These companies include the Vitro Corp., Westinghouse, and Internuclear Co. 
in connection with its interest in the Italian SENN project. 

Your attention is also called to the fact that section 6 of the proposed Euratom 
Cooperation Act of 1958 would authorize the Commission to enter into long- 
term processing contracts with the Community. Mr. Floberg’s recent testimony 
lists this as one of the incentives required if the Euratom program is to move 
ahead at the desired pace. 

Sincerely yours, 
RoBert E. HoLLINGSwortTH, 
Assistant General Manager, for Administration. 


Mr. Vocer. Most of these requests have been oral. The Edison 
Volta-Westinghouse contract can be submitted for the record. 

Representative Durnam. If it is classified you need not do it. 

Mr. Voge. It is not classified. 

Representative Horirietp, Your current costs on waste disposal 
only go so far as placing the residue in the storage tanks. 

Mr. Krarzer. That is correct, sir. 

Representative Horirmxip. They do not go to the point of taking 
those tanks or the material in those tanks to a permanent place of 
disposal such as oif the Continental Shelf or wherever it is. 

Mr. Kratzer. No, they do not include that. There is a contingent 
and unknown cost for so-called ultimate disposal. 

Representative Hoxtrievp. In other words, this is another finan- 
cial liability that the Government is accruing over the years which is 
unknown and which is very hazardous if any accidents occur, and in 
which you have not yet firmed up your tial methods of disposal. 

Mr. Kratzer. That is correct. I think it is fair to say that there 
are some plus factors in the picture. The ultimate disposal of these 
wastes in these storage tanks will undoubtedly involve some costs. 
On the other hand those materials may also eventually turn out to 
have positive value, and our published charges do provide that when 
we take on these fuels for processing we take title to all the byproduct 
materials that are contained in them. 

So the fission products that are stored in these tanks will become 
the property of the Government and to the extent that they have 
value in the future they would be of benefit to the Government. 

Representative Horirretp. You have not included in this language 
the problem of either transportation or of waste disposal, and there- 
fore am I to assume that in the computation of the prices that those 
factors will be considered ? 

Mr. Krarzer. Yes, sir. The published charges for our chemical 
processing are in terms of f. 0. b. our own facility and the transpor- 
tation to that facility is the oo tangent and the cost of the party. 

Representative Horirretp. What is the time limit on licenses under 
section 103 or 104? 

Mr. Kratzer. We have entered into licenses, I believe, for periods 
up to 40 years. But we have not entered into processing contracts 
for that period, although we would be authorized under present legis- 
lation to do so. 

Representative Durnam. This language you suggest here would 
take the place on page 4 of section (u) entirely? 

Mr. Kratzer. Yes, sir. 

Representative Durnam. That comes out of the bill? 

Mr. Kratzer. That is correct, sir. 
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Representative Hortrretp. Let us now go on to v. (1). You have 
a statement, Mr. Hollingsworth, on v. (1) ? 

Mr. Hotiinesworrn. Mr. Chairman, I began reading this yester- 
day. Would you like me to begin over again ¢ 

Representative Hoxirretp. 1 would like you to start at the begin- 
ning please. 

Mr. Hotirnesworrn. Yes, sir. 

Mr. Chairman and members of the committee, it is our understand- 
ing that you would like the Commission to present this afternoon a 
section-by-section analysis of our proposed long-term contract amend- 
ment, designated as subsection v., which starts on page 4, line 24 of 
H. R. 13120, introduced on June 25, 1958. 

Subsection v. (1) would authorize the Commission to enter into 
contracts for such periods of time as the Commission may deem nec- 
essary or desirable but not to exceed 5 years from the date of execution 
of the contract for the purchase or acquisition of reactor services or 
services related to or required by the operation of reactors, including 
but not limited to chemical processing or reprocessing of irradiated 
material or fission products. 

It would be our intention under subsection v. (1) to enter into such 
contracts as may be necessary; for example, the reservation of test 
space in a reactor in order to utilize the services of such a reactor 2 
or 3 years hence when the need for that service is required. 

In addition the fabrication of loops and other facilities necessary 
for the conduct of tests in such reactors takes considerable time and if 
we are not assured of the space in the reactor we cannot go ahead with 
the preliminary work required for the test activities. 

Then again, these experiments are quite likely to extend over a 
period of several years. Under existing law, it is not possible to 
obligate funds of one fiscal year for services or supplies needed in 
another fiscal year unless such contract or obligation is otherwise 
authorized by law. 

While an argument might be made that the Commission could wait 
until the year the services are required to enter into a particular con- 
tract for space in a test reactor, the Commission could very well find 
itself in the position where the space would not be available at that 
time. 

Accordingly, in order to be in a position to carry out present pro- 
grams, it is necessary to request this authority at this time. 

Representative Hotrrretp. In the first place you have three things 
there. Reactor services or services related to or required by the opera- 
tion of reactors. Your reactor services would be the hiring of test 
space, would they not? Would that be the service they would render 
to you’ 

Mr. Davis. It would include in the case of the reactors the test space 
but there are associated and related services such as requirements for 
hot cells and hot laboratories and equipment to carry out things of 
this sort. 

Representative Horirrme.p. That is outside of the reactor itself? 

Mr. Davis. This would be outside of the reactor but it would be the 
kinds of services that would have to be associated with it if it is to be 
an overall facility that would meet the requirements. 
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Representative Hotirrmerp. What about the operation of the reac- 
tors. What do you mean by that? Required by the operation of 
reactors ¢ : = 

Mr. Davis. I believe the intent there, Mr. Holifield, is to indicate 
that this is a part of the overall test program. 

Representative Horirtetp. In other words, such attendants and en- 
gineers and other people that you have to operate that reactor that you 
would contract to pay their salaries and so forth. . 

Mr. Davis. We would pay the costs associated with the test opera- 
tions and the operation of the reactor, yes. ; 

Representative Durnam. Of course, the laboratory connected with 
the reactor would involve the personnel to do the work. You could 
hardly separate the two. 

Mr. Davis. That is correct. 

Representative Duruam. In carrying out a basic research project, 
you say it does not involve the reactor. 

Mr. Davis. You would have to have the personnel to operate the 
experiments because these are not things that you put in and leave 
unattended. You would have to make measurements and things of 
this sort. When you have taken the material out of the reactor you 
want to have a place to examine it, to make tests on it, to find out what 
has happened during he course of the irradiation. 

Representative Durnam. It appears to me that you could be beyond 
the word “reactor” and connect it up with the laboratory in some lan- 
guage that would spell out more what you intend. 

Mr. Davis. I think it is a little difficult to visualize quite all of the 
kinds of things that may be necessary in connection with one of 
these programs. The reason we need this long-term authority and 
are unable to carry out the planned programs without it is that we 
have to start out in carrying out any kind of long-range and expanded 
fuel cycle development program to know what kind of reactor the tests 
are going to go in. If we are dealing with a very small sample of 
some material one can put it into several different reactors. We are 
most interested, however, and I believe it was generally agreed this is 
an area that needs expansion, in the development and testing of larger 
samples of fuel elements under high temperature conditions and under 
advanced conditions. 

Representative Durnam. What I was thinking about is that it 
would involve a computer. 

Mr. Davis. In connection with the operation of some of the test re- 
actors, for example the ETR, we have actually set up a critical fa- 
cility which mocks up the experiments that are to be run in the ETR. 
They have to be mocked up beforehand in the ETR critical facility 
before they are allowed to be put in the ETR itself. There is a great 
real of computation that is required in connection with such experi- 
ments as well as the strictly experimental work associated with it. 

Representative Duruam. I can fully understand that. 

Representative Hortrretp. What existing reactors are available for 
this type of contract at the present time ? 

Mr. Davis. There are none that are actually completed at this time 
except those owned by the Commission. Westinghouse and GE are 
both constructing reactors at the present which will have some useful- 
ness in work. The Jones Co. has proposed to build a larger reactor 
which would be especially useful in this type of program. 
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Representative Horirrecp. So Westinghouse and the GE test re- 
actors are not available as yet ? 

Mr. Davis. No. I believe the GE one will be completed some time 
later this year, and I don’t have in my mind at the moment exactly 
when the Westinghouse will be completed. The Jones one will be in 
a matter of another 21% or 3 years. 

Representative Hotirretp. Would it be an exclusive governmental 
contract to take all of the space of these reactors or would it be on the 
basis of space needed ? 

Mr. Davis. Our thinking has been that we would not in most cases 
contract for all of the space in a reactor. The only case I can visual- 
ize where we might would be if someone built a reactor which was 
adapted for some very specific test, and this was the whole use of the 
reactor for a certain period of time. 

In general purpose test reactors, perhaps similar to the 2 private 
ones presently under construction, and even our own like the MTR 
and ETR, our thought had been that we would try to contract for a 

ortion of the space in them and try to spread this over several dif- 
erent reactors and different types, even though at the present time 
we visualize a need that will use up more than the space available 
when these 3 private reactors are completed. 

Representative Horirrevp. Is there any intent to take part of the 
space of a reactor and carry the cost profits of the services and the 
amortization of the reactor without using all of the reactor? 

Mr. Davis. No. We would contract in proportion to the total 
available space that we would be using. 

Representative Horirretp. Does the factor of amortization enter 
into this?’ For example, a 5-year period of amortization ? 

Mr. Davis. We have generally felt for these types of general fa- 
cilities which would have a longer lifetime that we would not accept 
amortization based on the period of the contract. Where the facility 
is obviously one that can be used for a number of years, it should be 
amortized at some reasonable rate. If our contracts were for only a 
portion of this period we would not amortize the whole cost for that 
portion over this shorter period of time. We would not want to do 
this. 

Representative Horirrerp. In other words, if it is a commercial 
service which has a long life expectancy there would be no intent on 
the part of the Commission to give a contract for 5 years in which the 
reactor capital investment would be amortized. 

Mr. Davis. No, sir. The only kinds of cases where this would be 
true would be something which was very specialized which would not 
have a useful life beyond the end of the contract period. 

Representative Hortrretp. Do you at this time plan or visualize 
any such type of service ? 

Mr. Davis. There are other kinds of things and other types of 
contracts for materials and so on where the plants are built and there 
may not be a market. If there does turn out to be one, the contract 
provides for an adjustment. The only kind of a case in connection 
with a test reactor specifically would be if there was for example a 
reactor built which was very specialized and which fitted some par- 
ticular test and where we might be reasonably sure at the start—this 
would really be under the next section anyway where the facility 
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| would have to be built—that this would be so specialized that it might 
not have any further use. 
| This I can visualize only in the fairly extreme case. 
| Representative Hoxirtecp. Is it contemplated that there will be a 
| large number of these reactors built ? 
Mr. Davis. Based on the program that we have had, and excluding 
this expanded program that has been discussed previously, we have 
| looked pretty carefully at the amount of space that we can see being 
| required on the basis of the various programs, including not only the 
civilian ones but also the military programs, and came up with a pretty 
defiinite estimate that it would require about all of the space of about 
2 reactors intermediate in size between the MTR 40 megawatts and 
the ETR 175 megawatts. This is over and above the full utilization 
if of the MTR and ‘the ETR. So based on the program as it has existed 
in the past there is a need for perhaps four such reactors with half 
the space being utilized by Government contracts. If we add to that 
the expansion in fuel cycle activities this is going to go up. 

We have not so far been able to estimate just how much additional 
this would require. 

Representative Hortrtetp. It is your contemplation at this time 
that the Westinghouse, GE, and Jones and one more reactor is all 
that you are contemplating supporting at this time? 

Mr. Davis. My guess would be that if we don’t use most of the space 
in those that perhaps even 1 or 2 beyond those you mentioned would 
be necessary within the next 3 or 4 years. 

Representative Horirretp. How much will each of these reactors 
cost ? 

Mr. Davis. It depends a great deal on their size and associated fa- 
cilities and in some cases where they are located. I would say gen- 

. erally in the range of perhaps for the smallest kind of reactor you 
| might call a test reactor something like $5 million to perhaps $20 
million or $25 million. 

Representative Horirreip. Let us take the two that are being built 
now, the Westinghouse and the GE, what do they cost approximately ? 

. Mr. Davis. I have seen the figures but I would have to guess. We 
: could supply such information as we have for the record. But I 
. don’t know offhand. 

(The information referred to follows :) 


NN 


Based on information that has been made available to the Commission by the 
companies concerned, the following is the indicated cost of test reactors to be 
built or under construction. 

; General Electric,’ $4 million for 30 megawatt plant. 

Westinghouse,’ $4 million for 20 megawatt plant. 

Industrial Test Reactors, Inc. (Jones) ,’ $12 million for 50 megawatt plant. 

Representative Honirretp. I believe there is a GE representative 
present. Would you rise and give your name and give us some in- 
formation on that? 

Mr. Hamirtron. Approximately $4 million on the GE reactor. 

Representative Hoxirretp. Is there a Westinghouse representative 
present? Is there anyone that has any information as to the ap- 
proximate cost of the Westinghouse ? 

(No response. ) 


1 Excludes cost of hot cells and hot laboratories. 
2 Includes hot cells and mockup space. 
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Representative Hotirietp. It is about the same size, is it not, Mr. 
Davis? 

Mr. Davis. It is about the same size. I believe it costs somewhat 
more but I would hesitate to even try to guess at the moment. 

Representative Hottrietp. What do the Jones people contemplate 
building? 

Representative DurHam. It is a good deal more than that. 

Mr. Davis. I believe it is quite a bit more. It is a 60 megawatt 
reactor. I hate to guess. 

Representative Hoxirter. Let us get down to the last phrase “in- 
cluding but not limited to the chemical processing or reprocessing 
of radiated material or fission products.” Leave out “but not limited 
to” and talk about the chemical processing or reprocessing of radiated 
material or fission products, what do you mean by that? 

Mr. Hotitincsworrn. Mr. Chairman, at the moment since there is 
no privately owned chemical processing plant or any under construc- 
tion, during the coming year there would be no need for that particu- 
lar language. It would only be useful at such time as privately 
owned facilities were available or under construction. At such time 
as there are privately available chemical processing facilities, this 
would give the Commission the authority to enter into contracts 
for the | processing of material for 5 years or not to exceed 5 years in 
such facilities. 

Representative Hortrietp. Don’t you think we could just as well 
leave that out / 

Mr. Hotirseswortu. We would offer no objection since it is not 
an immediate requirement. It is a possibility for the future. 

tepresentative Honrrrmeitp. You can always come to us. From 
“including,” we will strike that out. 

Let us go to (2). 

Mr. Houiancsworru. Subsection v. (2) would authorize the Com- 
mission to enter into—— 

Representative Horirrecp. First, did the GAO witness have any- 
thing to say on that v. (1) ? 

Mr. Haycock. No, sir. 

Representative Hotirretp. Proceed now. 

Mr. Hotuinesworrn. Subsection v. (2) would authorize the Com- 
mission to enter into contracts for such periods of time as the Com- 
mission may deem necessary or desirable for the purchase or acquisi- 
tion of any supplies, equipment, materials, or services required by 
the Commission whenever the Commission finds that the furnishing 
of such supplies, equipment, materials, or services will require the 
construction or acquisition of special facilities by the vendors or 
suppliers thereof. 

The contract period for the services and supplies would be limited 
to a period not in excess of 5 years following the completion of the 
construction or acquisition of the special facilities and, in no event, 
in excess of 10 years from the date of execution of the contract. 

Representative Durnam. You are doing that today under the 
1-year limitation, are you not ? 

“Mr. Hoiiineswortu. We have authority at the present, Mr. Dur- 
ham, to do this for 1 year. Prior to the Comptroller General's deci- 
sion, the Commission thought and felt that it had such authority as 
we are now requesting. Prior to the Comptroller General’s decision 
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the Commission did execute some contracts for a period of more than 
1 year. The reason that this language is submitted is in effect to 
clarify our authority and to make it clear that we had the authority 
that we thought we had prior to the Comptroller General’s decision. 

Representative Duruam. What happened to those contracts? 

Mr. Hoiirncswortu. The Comptroller General’s decision stated 
that his opinion would not affect the contracts already entered into. 

Representative Durnam. I thought the same thing would prevail 
there because you can’t pass a law to nullify a contract after it is once 
made between two parties. 

Representative HotirreLp. You may proceed. 

Mr. Hotirnesworrn. Unlike the authority requested in subsection 
v, (1), where it can be assumed that facilities are under construction 
or have been constructed, and the Commission is interested in enter- 
ing into a long-term contract arrangement not to exceed 5 years for 
the purchase of reactor services or services related to or required by 
the operation of reactors, paragraph 2 deals with the problem of a 
Commission need for supplies, equipment, materials, or services where 
such supplies or services, and so forth, are not commercially available 
and therefore require the construction or acquisition of special 
facilities. 

This authority would protect the contractor against the extraordi- 
nary risks he would encounter. In instances in the past where we 
have faced such a problem we have first attempted to solicit competi- 
tion and to enter into contracts on a unit price basis for such supplies. 

The contractor assumes the normal risk of delivery of the supplies 
within the bid price. As you know the Comptroller General last year 
held that such 5-year contracts were without authority of law on the 
ground that a contract for the furnishing of supplies or services for 
a period beyond the current fiscal year was contrary to sections 3679 
and 3732 of the revised statutes, even though the Government’s lia- 
bility was made contingent upon the availability of appropriations 
for future fiscal years. 

Various conferences were held between the Commission’s staff and 
the Comptroller General’s Office subsequent to the receipt of his 
opinion. Nonetheless, on September 3 the Comptroller General in 
substance, reiterated that fiscal year appropriations properly could be 
charged only for bona fide needs of that year. 

He did, however, confirm the Commission’s understanding that it 
would be authorized to enter into a contract under which the con- 
tractor agrees to proceed with the construction of the required facility 
and the Commission undertakes to purchase the material that will be 
delivered from that facility during the future fiscal year in which the 
completed facility first produces this material for delivery to the 
Commission, and retains an option to purchase material to be de- 
livered in subsequent fiscal years. 

It is our opinion that this limitation on the Commission’s contract- 
ing authority works to the disadvantage of the Commission in obtain- 
ing favorable prices for the services or supplies as, in most cases, a 
contractor would not be willing to construct a special facility on the 
assurance that he would have only a 1-year contract. 

Representative Horrrretp. I think we should have the General Ac- 
counting Office make such statement as it wishes to make on this tech- 
nical point of contracting. Mr. Haycock. 
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STATEMENTS OF STEPHEN HAYCOCK, LEGISLATIVE ATTORNEY, 
OFFICE OF GENERAL COUNSEL, AND J. P. ABBADESSA, ASSISTANT 
DIRECTOR, CIVILIAN ACCOUNTING AND AUDITING DIVISION, 
GENERAL ACCOUNTING OFFICE 


Mr. Haycock. I have with me Mr. Abbadessa, Assistant Director 
of our Civil Accounting and Auditing Division. 

Representative HotirreLp. This applies to paragraph 4 at the same 
time. 

Mr. Haycock. Yes, sir. 

Representative Hoxirretp. There is supposed to be a 4 in line 25, 
I eoertund, so in making your testimony you will apply to (3) as 
printed and (4) beginning on line 25 and ending on line 15, page 6. 

Mr. Haycock. Did you want to take up subs 2, 3, and 4 at this 
time ¢ 

Representative Hotirretp. Yes, sir. Let us leave out 3 because that 
is a different problem, is it not ? 

Mr. Haycock. Yes, I think the Commission has already agreed 
that (3) is not necessary and they can avail themselves of the GSA 
services on that point. 

Mr. Hotirncswortn. That is correct, Mr. Chairman. 

Representative Hoxtrrecp. Let us leave 3 completely out and your 
testimony now would refer to 2 and new number 3 beginning on line 
25, page 5 and ending on line 15, page 6. 

You may proceed. 

Mr. Haycock. I think at the outset we should tell the committee 
that we are neither opposed nor in favor of granting 5-year author- 
ity to the Commission. Their need for that authority, we think, is 
something they should demonstrate to the committee and the com- 
mittee should decide whether they should have it. 

Our comments with respect to the section pertain to certain safe- 
guards we think might well be added to it in the event it is decided 
to give this authority. Basically, as we understand it, the purpose 
and the necessity for having this authority as stated in the Commis- 
sion’s testimony is that contractors are unwilling to risk capital in- 
vestment which may not be recoverable under a 1-year contract. If 
this is so, then we think if they are to give a 5-year contract there 
should be some recognition in that contract as to the amount of the 
capital investment he will recover under the contract and some limit 
on that. 

To that end, we have drafted a suggested addition, some language 
which we would suggest be added to subsection 2, which we think 
would help accomplish that purpose. We have handed to the com- 
mission representatives and to the committee a copy of this language. 
We had other language yesterday, and today we had a somewhat 
longer suggestion which we believe to be preferable to the one we sub- 
mitted before. 

Representative Hortrretp. In other words, your language as far 
as you have been able to find out, or to frame rather is for the pur- 
~~ of protecting the Government against excessive costs which you 
eel might be incurred under the language as now written in the 


bill. 








Mr. Haycock. The reason for it, sir, is because of the definition of 
special facilities in the new subsection 3. That is a very broad defini- 
| tion. It could include, conceivably, a case where perhaps one machine 
was all the new equipment that was necessary for the contractor to 
| purchase. Two things, we think, are important. First, the relation- 
ship of the cost of these new facilities to his total cost of ‘performance, 
and, second, how much is he going to try to amortize against the Gov- 
ernment contract. So, for that reason and in line with a statement in 
the Commission’s testimony that the contractor wishes to be assured 
that a proper share of the capital investment by the contractor can 
be amortized through a long-term Commission commitment to pur- 
! chase the product of “the new facility. 

The language we suggested today would provide that the percentage 
of the total cost of the new facilities which are devoted to contract 
performance and amortized should not exceed the ratio between the 
period of contract deliveries and the anticipated useful life of the 
new facility. In other words, if the fac iltty had a useful life longer 
than the contract term, as, for example, 20 years, then under this 
language only 5 over 20, or one-fourth, of the total cost would be 
chargeable to the Commission as cancellation or amortization costs. 
We have written an additional provision here that the amortization 
constitute a substantial portion of the totai cost of contract perform- 
ance. For example, if the new facilities needed were only 10 percent 
of the total cost of contract performance, it would seem less likely 
that the contractor would need assurances of a 5-year contract to 
recover 10 percent. Whereas, if it were 50 percent, he would probably 
| be unwilling to assume that risk. The lower the percentage of total 
cost, or the lower the percentage of the new facilities to total cost, the 
less risk he is assuming, it seems to us. 

Representative Hottrreip. Let me see this 2 and 3 and the language 
that remains. As I understand this, this would allow the Commission 
to enter into contracts to purchase or acquire supplies, equipment, 
materials, and services from vendors who need special facilities. 

Mr. Haycock. Yes, sir. 

Representative Hotirievp. And these special facilities are defined as 
being land, depreciable buildings, structures, utilities, equipment, and 
fixtures, and the contracts allow a maximum construction time of 5 
years. 

It could be less, but there is a maximum of 5 years, and the payment 
for an additional 5 years for the services, materials, et cetera. 

The contracts, as I understand this language, also authorize the 
obligation of funds for the settlement of unamortized balances charge- 
able to the cost of these facilities in case of cancellation before the 
end of the contract. 

Mr. Haycocx. That is our understanding of it; yes, sir. 

Representative Horirtetp. So this, in effect, would allow the Com- 
mission to enter into a 3-year contr act for the construction of a $20 
million building with all of its fixtures and equipment and so forth, 
which would render some type of service or furnish some kind of 
supplies to the Commission. 

Mr. Haycock. Yes, sir. 

Representative Hottrietp. Let us just use the figure of $20 million. 
It would allow the Commission to purchase those services on the basis 
of anything from 1 to 5 years. 
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Mr. Haycock. The plant product. 

Representative Horirretp. Yes, the services, materials or supplies 
or whatever it was the plant produced for from 1 to 5 years. If at 
the end of 1 year it wished to cancel, then it would be obligated to 
pay the full balance of the capital plant investment other than that 
which was amortized in the prices which they paid for the services 
and materials in the first year 

Mr. Haycocx. This would depend, sir, on the agreement and the 
amount of charges they agreed to in the contract. 

Representative Ho.irreLp. Let us assume that they agree to amor- 
tize the plant in 5 years. Then it would be true? 

Mr. Haycock. Then it would be true. 

Representative Hottrieip. Then at the end of 5 years’ time or any 
time in between there they could cancel but they would be obligated 
to pay for the complete plant and its equipment. If they agree to an 
amortization of 85 percent, they would be obligated to pay that. 

Mr. Haycock. In total, considering the product paid for already 
and the cancellation charges, this is correct. 

Representative Hoxirievp. Is there any comment on that interpre- 
tation by the Commission ? 

Mr. Burrows. I would like to comment to this extent. We would 
have contract provisions which would protect us in the event those 
facilities did turn out to be useful for other commercial purposes. In 
other words, we would pay the unamortized facilities in the case you 
mentioned only if there were no further use whatever for those facili- 
ties for any other purpose. 

Representative Hottrmip. How would you determine whether 
there was any use for other purposes? 

Mr. Burrows. Either that fact would be obvious because the con- 
tractor would be using them or we could have provisions that in the 
event he did use them we would get an appropirate adjustment. 

Representative Horrrretp. As far as the language of this act is 
concerned, the case that I stated could be done. 

Mr. Burrows. This could be our maximum authority, that is cor- 
rect. 

Mr. Ramey. There is some language, is there not, on the top of 
page 6 on the amount of funds obligated which says “and the un- 
amortized balance of such amounts due for special facilities as the 
parties shall agree as chargeable to the performance of the con- 
tract.” There is an implication there that you will only obligate 
the amount that would be chargeable to your special service. 

Mr. Burrows. Yes; but you recognize, Mr. Ramey, that an obli- 
gation in the contract represents the maximum obligation of the 
Government. We always have to, to avoid a deficiency situation, to 
have the obligation stated as the maximum and not necessarily the 
amount that would be paid. 

Representative Houirretp. This facility would undoubtedly be built 
by a contractor at the regular going rate of cost for construction, 
which would include commercial rates of interest and so forth, and 
that would be considered in his cost. 

Mr. Haycock. I assume so. 

Representative Hortrretp. Is there any reason why the Government 
could not build these facilities and lease them at a cheaper price con- 
sidering the cost of Government money, and then have the capital 
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plant investment at the end of such time as the lease expired and be in 
a position to recover far more salvage value than it could in an agree- 
ment with the other party which might involve extensive litigation or 
compromise as to the agreed upon value of the facility that was left. 

Mr. Haycock. This would be another way of handling it in those 
cases where 100 percent amortization was chargeable under the con- 
tract. If only 50 percent of the capital cost were charged as amortiza- 
tion under the contract it might not work that well. 

Mr. Buocnu. Mr. Chairman, there is another aspect to this, too. 
In cases where we have run into this sort of situation and entered into 
contracts we have tried to get competition and solicit competitive pro- 
posals and ended up with fixed-price contracts. So the contractor is 
taking the normal risks in the sense that he has quoted a unit price or 
fixed price for producing or delivering a product to us. 

In addition the maximum termination lability is negotiated at the 
beginning of the contract based upon estimates of what we think is a 
eounéablo cost for such a facility with a maximum ceiling. If in 
actual construction he overruns that cost that is his risk. 

So what we are in effect doing is underwriting what is really an 
extraordinary risk in the sense that he is investing capital which 
would have no utility outside of meeting our contract requirements. 

If we terminate our contract he has a facility that has no use and he 
has lost that capital investment. 

Representative Hotirretp. I understand that. 

Mr. Brocu. There are a number of ways by which you can assure 
that the Government’s interest is protected in negotiating these sorts 
of contracts. In one instance, for example, we provide that in the 
event we cancel if the termination settlement includes any element of 
plant amortization we have the option to take over the title to the plant. 
This is one possibility where you are not clear it has utility. In other 
instances, we have provisions where if there is any utility to the con- 
tractor there is an adjustment to the extent that he produce material 
commercially in the facility in the event we terminate. 

Representative Ho.irteip. These are all possible clauses in a con- 
tract which may or may not be entered into. 

Mr. Buocn. That’s right. 

Representative Hotirrecp. What I am talking about is a clean-cut 
arrangement whereby the Government goes in and builds a plant for 
$20 million and it leases it for operation on the basis of competitive 
bid to companies that will provide the product in this leased plant. 

At the end of 1 year or 5 years or 10 years of operation the Govern- 
ment owns the capital plant investment and then it becomes a matter 
of disposal under the Surplus Property Act if they want to dispose of 
it. 

If they want to convert it to something else, the Government owns 
title to it. 

My question is, is this, that what this amounts to, as I see it, is a 
method by which you cover up the expenditure of capital funds by 
including the prices for the services and the penalties for amortiza- 
tion to the extent that it covers up any risk of the free enterpriser, so- 
called, and the Government takes all of the risks, all of the penalties 
of the cost of the facilities, and at the end of that 5-year period, if 
amortized at the end of 5 years, the plant operator not only receives a 
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profit on the services and materials which he furnishes but he receives 
a gift of a 20-million-dollar facility which has been charged off in the 
cost of his services or materials. 

Is that not true? 

Mr. Buiocnw. Mr. Chairman, the sort of contracts that we have en- 
tered into have this type of involved risks on the part of the contractor 
in the sense that he has quoted a price and he has to produce at that 
price and he makes money or loses. 

Representative Hortrretp. Wouldn’t he take the same risk if he 
walked into a facility which the Government built? 

Wouldn’t he take the same risk if you say, now here is a plant that 
reprocesses fuel rods. We are putting it up for bid. Du Pont comes 
in, Monsanto, and a few others come in and say, we will be glad to 
operate this for the Government and they will bid against each other 
for the price of operating it. 

Here is a nice facility, all they have to do is walk in and plan it and 
go to work. There is no amortization in it because the facility is 
furnished to them and the Government owns it. Would you get your 
element of competitive bidding for those services, or do you have to 
give them this plum of a 20-million-dollar capital plant investment 
through amortization at the end of 5 years in order to get them 
interested ? 

Mr. Biocn. I can’t see where there is a plum because if at the end 
of 5 years our needs are met and there is no use of the product com- 
mercially, it is a loss. 

Representative Horirrevp. That is true. But would you say that a 
20-million-dollar plant equipped with machinery that had been amor- 
tized in 5 years is not a plum to the man that owns it ¢ 

Mr. Burrows. May I speak to that? There are two points to be 
made. One, if there is any salvageable value of the plant this would be 
deducted from the amortization settlement. The second point is, if 
he builds the plant he takes the risk that the plant works and he has to 
provide the design. If it doesn’t work, he is out. We have one con- 
tractor that has not produced yet when he had a design that did not 
produce an acceptable product. This is his risk. So when he builds 
this plant at a unit price he has to produce an acceptable product and 
that plant has to work. 

If the plant has bugs in it and doesn’t work, it is solely his risk. 

Mr. Davis. This is part of the point I wanted to make. In both 
zirconium and beryllium contracts which were entered into as a result 
of competitive proposals, some of the proposers in order to get a lower 
price proposed to us new processes, whieh is a part of what Mr. Bur- 
rows is talking about. They took the risk of this in order to get this 
contract under competition that they could utilize these new processes 
in producing beryllium and zirconium. They are he ones who are 
taking this risk if these processes don’t work out. If they do work 
out, the Commission is getting material at a lower price than it would 
get. by using the established processes. 

This can save the Commission quite a bit of money and provide 
some incentive here for the industrial people. 

The second point is that in some of these cases, for example, the 
zirconium contracts, although we have contracted for certain amounts, 
the people building the plants have built larger size plants, and again 
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we are paying only our proportionate share, building these additional 
capacities into the plants in the expectation of selling zirconium to 
private manufacturers of fuel elements and powerplants. This has 
been extremely beneficial in establishing commercial sources of supply 
for people outside the Government. 

If the Government built the plans, we would be in a very different 
position and there would not be, then, a commercial source of supply 
for zirconium for privately constructed power reactors. 

Somebody would have to then build a small plant and have to take 
the whole risk. The Government would not get the advantage of the 
price out of the larger plant which produces at less cost and you would 
not have gotten the source for the private people. 

Representative Hoxirrecp. I would have to look at those contracts 
to see whether the Government paid for the whole plant out of the 
cost of what they paid for the material or not. I don’t know about 
those particular contracts. I know in the case of OVEC and EEI, 
that the Government in 25 years paid for several hundred-million- 
dollar facilities which remained an operable plant at the end of 25 
years and therefore a tremendous plum for the people who built them. 

That was over a period of 25 years. This as I see it, is the same 
kind of a deal for 5 years. 

Mr. Davis. This is certainly not true in the case of the contracts 
that we are talking about here, and it is not intended to be the case in 
test reactors or contracts you might enter into for other special ma- 
erials. 

Representative Hortrretp. You are buying services in the test re- 
actors on the basis of the need for services. You are not building 
capital plants, as I understand it. You are not building the test 
reactors. These test reactors are being built by private capital. 

Mr. Davis. That is correct. 

Representative Horirretp. And they are selling some services to 
you. 

Mr. Davis. That is correct. But if we did find we needed more test 
reactors it might be necessary to go to section 2 heer in order to make 
sure that such additional ones were built. 

Representative Hotirretp. Yes, so you could give it to them. 

Representative Durnam. Of course, you are entering into a new 
field. The Government today is purchasing from private enterprise— 
steel, cotton goods, and everything else. If you want to carry it to the 
extreme it all depends on the contract. 

Certainly Government officials would be remiss if they didn’t put 
protective clauses in their contracts not to liquidate a plant on the basis 
of its usefulness and its life. If it is a special type of thing, that is 
different. We did that all during the war. A lot of things went out 
of existence and the plants went out of existence. To me it would 
depend entirely on the Government official making a contract which is 
reasonable and not give the man the liquidation of his whole invest- 
ment over the period of a few years. 

I dont’ think GAO would agree with that kind of a contract, do 


you? 


Mr. Haycock. It would not seem to be a good business venture or 
a prudent kind of contract. 
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Representative Duruam. You would say so, too. 

Mr. Burrows. Mr. Durham, I would like to say that the Commis- 
sion is perfectly willing to stand on the record in respect to such 
contracts as to whether or not it has been engaged in any giveaway. 

Representative Price. Wouldn’t the thing you are concerned with 
involve a bonanza to a builder of a plant or facility only if a fast tax 
writeoff were involved ¢ 

Representative Hottrrevp. This is what this authorizes. 

Representative Price. Does this legislation definitely authorize a 
very short period of amortization ? 

Mr. Burrows. No, sir. 

Representative Horirreip. Yes, it does. It certainly does. 

Mr. Burrows. No, sir. 

Represe :.ative Price. What does the General Accounting Office 
think about it? This is the only loophole that I see, that it did author- 
ize a fast tax writeoff. I thought that would have to come from a 
separating situation of the Government. 

Representative Hoxtrrerp. Not under this law. 

Mr. Haycocr. As this language now stands, it is our opinion that 
they could agree to 100 percent amortization in a period of five or less 
years. It would be within their power to do so. 

Mr. Ramey. The tax aspect would be separate, though. 

Mr. Haycock. That is entirely separate. 

Mr. Ramey. That is under a different Jaw and so on, which would 
be a savings of interest on their part. 

Mr. Haycocrk. This would still be true even if the language we sug- 
gested were added to the section. They might still get a rapid tax 
amortization but it would be separate from what they would get un- 
der the contract. 

Representative Durnam. They would have to be certified on the 
basis that it was necessary for defense. 

Representative Horirretp. When I used amortization I didn’t use 
the word “tax amortization.” I used the word “amortization,” and 
the cost of the services or the cost of the materials could include the 
amortization in one or more years. 

Mr. Burrows. Mr. Holifield, could I speak to that? 

Representative Hortrretp. I would like to hear the GAO. 

Mr. Haycock. I think that is possible under this language if the 
Commission entered into such a contract. 

Representative Horirrerp. Provided that such contracts may con- 
tain provisions which limit the obligation of funds to estimated an- 
nual deliveries and services, and the unamortized balance of such 
amounts due for special facilities as the parties shall agree is charge- 
aable to the performance of the contract. This is predicated on sev- 
eral points. 

Representative Price. Do you say that even if language you submit 
does not entirely correct that 

Mr. Aspapessa. As far as the contract price is concerned, it would. 
As far as the tax amortization is concerned, that is a separate action. 
T believe Mr. Holifield is talking about the amount of cost that the 
Commission would reimburse through their price. 
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Representative Horirreip. That’s right, Mr. Abbadessa. The first 
clause in our language says: 
the percentage of the total cost of the special facilities devoted to the contract 
performance and chargeable to the Commission does not exceed the ratio be- 
tween the period of contract deliveries and the anticipated useful life of such 
special facilities. 

I believe that the Commission’s testimony is that in this instance 
they would contract this way. I think on these previous zirconium 
and beryllium contracts this has been true. Our only point here is 
that we believe our language is more restrictive and better assures the 
Congress that the language that you would be granting would be 
used in the way that the Commission has indicated that they intend 
to use. 

Representative DurHam. That is the language that you suggest. 

Mr. Appapessa. Yes, sir. 

Representative Horrrmxp. Let us read that language through and 
study it. It’s new language tome. Maybe you have something here 
that we can use. 

Mr. Haycock. This would be a finding the Commission would have 
to make before it could enter such a contract. 

Representative Hoxirreip. Page 5, line 14, change the period. Is 
that the period after the word “thereof” ? 

Mr. Haycock. Yes, sir. 

Representative Hotirietp. To a comma. Delete the rest of line 14 
and lines 15 through 18. 

Mr. Haycock. Yes, sir; that is the next sentence. 

Representative Hottrretp. And then you substitute this. Now let 
us read it. 

Mr. Haycock. Shall I read it, sir? 

Representative Hoiriep. Yes. 

Mr. Haycock. It would then provide that they could enter into 
these contracts whenever the Commission finds, what is in lines 
through 12, that the furnishing will require the construction of facili- 
ties, and that the percentage of the total cost of such special facilities 
which are devoted to contract performance and chargeable to the Com- 
mission under the contract does not exceed the ratio between the period 
of contract deliveries and the anticipated useful life of those facilities. 

So that if the useful life were 20 years, the contract delivery period 
were 5 years, no more than 25 percent of the cost of those Facilities 
could be charged as amortization or cancellation costs under the 
contract. 

Representative Hotirimexp. Is that special facilities following their 
own definition and that would apply differently to a brick building. 
Under the ordinary tax laws you might be allowed to amortize at 
214 percent a year, and a machine in that building which had a 5-year 
life or a collection of pipes for special purpose which was useless at 
the end of that time could be amortized in 5 years. 

Mr. Haycock. Yes, sir. May I say this one thing? This phrase, 
the “anticipated useful life” of such facilities, might permit a full 
amortization of 100 percent because of the fact that the plant has no 
value for any other purpose. 

Representative Horirreip. But if there was a salvageable value left 
therein, the land and the building—it might be quite an extensive build- 
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ing useful for manufacture for other purposes—there might be a great 
many lathes and drill presses and machinery which have under the 
tax laws a life of 20 years which can be amortized over a period of 
10, 15, or 20 years, whatever applies to that particular type of machin- 
ery, and all of those could be taken into consideration in arriving at 
this balance. 

Mr. Haycock. Yes, sir. I don’t know that the useful life would 
necessarily be considered by the Commission to be the same as it 
would be for tax purposes. This might or might not be so. There 
is nothing that would require a determination of useful life in ac- 
cordance with tax depreciation allowances. 

Representative Hotrrretp. I don’t know of a better standard to go by 
than the standard allowable under the Internal Revenue Act. I have 
owned property, trucks, and different types of machinery myself 
and I know they have a pretty well-defined standard of amortizable 
life. 

Mr. Haycock. Yes,sir. I merely wanted to point out that this does 
not require them to. 

Mr. Hoiurneswortu. Mr. Chairman, may Mr. Burrows comment on 
this one point? 

Representative Hoxrirrevp. Yes. 

Mr. Burrows. The tax laws provide that there is a usual standard 
for the life of certain established standard machinery. This doesn’t 
mean, however, that if the taxpayer can show that there is no other 
market or use of the material even though it intrinsically can last for 
20 years, if at the end of 10 years it has no use, he can amortize it in 
the shorter period. 

Representative Horirteip. That’s right. 

Mr. Burrows. The useful life doesn’t mean the theoretical useful 
life but the actual market useful life. 

Representative Houirretp. I will accept that explanation because 
I know it is true. 

Mr. Ramey. How about the sum of the digits method that is tried 
to be used a lot on these facilities? Doesn’t that permit a very fast 
writeoff ¢ 

Mr. Burrows. This is a controversial point in Government con- 
tracting whether or not those tax methods should be used for purposes 
of allowing cost in a contract. 

Mr. Ramey. I realize that, but a lot of contractors are always pro- 
posing it because the tax people seem to allow it these days. 

Mr. Axspapessa. I think it is fair to say that the Commission prefers 
straight life and that Mr. Burrows carries on a continual battle in his 
contracting for the straight line method. 

Representative HoiirreLp. I am sympathetic to Mr. Burrows’ posi- 
tion on that personally. 

Mr. Appapessa. I am, too. 

Representative Horirrecp. Read the rest of that language. 

Mr. Haycock. The next requirement or finding the Commission 
would have to make would be that the amortization chargeable to the 
Commission under the contract constitutes a substantial portion of the 
total cost of contract performance, and that the contract price in- 
cluding the probable amortization charges payable for cancellation— 
and this means simply their estimate of the probabilities of cancella- 











<== ree. 





78 AEC “OMNIBUS” BILL 


tion—is more advantageous to the United States than the cost of 
procurement under a contract for a shorter period. 

The next sentence has a slight change. It changes the time for 
computing the beginning of the 5-year period to the time of the initial 
deliveries under the contract rather than completion of the construc- 
tion for this reason. 

It is possible that deliveries might begin prior to completion of 
construction. Of course, ordinarily they would begin somewhat later. 
But at least we think it would make it more definite and certain and 
if the language up above were used where you used the period of 
contract deliveries. 

Representative Hotirretp. Do you have any comment to make on 
this language, gentlemen of the Commission ? 

Mr. Burrows. There is a clause in there which says that the amor- 
tization chargeable to the Commission constitutes a substantial por- 
tion of the total cost. We would have a little difficulty for some 
reason with this. We have contracts for materials where the value 
of the material itself is very high and where although the cost of the 
facility may be a substantial cost, the amortization as a part of the 
price may not necessarily be a substantial portion of the price. 

For example, I know of one material where we are paying approxi- 
mately $50 a pound where the amortization in there is something 
like $7 a pound. I don’t know whether you would call $7 in that 
case substantial or not. 

Representative Horirretp. You are buying the material at $50 a 
pound, you say ? 

Mr. Burrows. Yes, sir. 

Representative Horirrerp. And in that price you are paying there 
is figured $7 for amortization of the plant. 

Mr. Burrows. That is correct. I don’t know whether this would 
be regarded as substantial. This is my difficulty. 

tepresentative Horrrrerp. That is 14 percent on your purchase 
price. 

Mr. Burrows. Is that substantial, sir? I don’t know. 

Representative Hotrrrep. I would say it was very substantial. 
I know very few cases where a steel mill or aluminum plant or 
anybody else would put 14 percent in their price for amortization. 
That is on the basis of about a 7-year life. I would say that is a sub- 
stantial amount of amortization when an ordinary wooden building 
is given 5 percent a year under the tax laws and on a brick building, if 
IT am not wrong, you are given 40. 

Mr. Burrows. Mr. Holifield, I think you can only determine the 
amount of amortization in a plant as a factor of the value of the 
plant in relationship to the value of the material, in addition to the 
fact of the length of life. The General Accounting Office representa- 
tive previously testified that he would not regard 10 percent as sub- 
stantial. This might give us some difficulty. 

Representative Hotrrrerp. What is your thinking on that clause 
that Mr. Burrows addresses himself to, Mr. Haycock ? 

Mr. Haycock. I think Mr. Burrows has a point there. Our pur- 
pose in using the word “substantial” was to prevent or to preclude 
the use of this extraordinary authority in cases where, shall we say, 
one machine was bought, Not that we think that the Commission 
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would do it, but we thought that the law should at least require the 
Commission to make a finding that it was substantial so that while 
I realize that the facts in each case may determine what is or is not 
substantial, the ratio in Mr. Burrows’ example of $50 a pound, I don’t 
know. 

I don’t know what the man had to pay for his raw material. May 
we assume he paid 40 and processed and sold it for 50. Obviously 
he has to have a special plant to make it. Seven percent would be 
substantial in that case. 

Representative Houirretp. Fourteen percent, not seven. 

Mr. Haycockx. Yes, sir. I don’t know how you can spell out in the 
law anything other than to lay down a guideline, so to speak, for the 
Commission. 

Representative Hotieretp. And the determination of the Commis- 
sion that it was substantial would be final under this language. 

Mr. Appapessa. Legally, I believe it would be. However, we would 
review it from an audit point of view, and while we could not disallow 
the expenditures, we could bring it to your attention if we thought that 
it wasn’t reasonable. The general purpose of this language is to give 
some guideline against this definition of “special facility” which is 
very broad. That is the purpose of the language. 

Mr. Burrows. Mr. Holifield, it seems to me what the GAO is ask- 
ing for is a standard that the investment is substantial and not 
necessarily that it is a substantial part of the cost. 

Mr. Haycock. This is true. Whether other language would accom- 
plish it better, I don’t know. 

Mr. Burrows. I don’t think we would have any objection to a cri- 
teria that this clause would be used only when the investment of the 
contractor was substantial, if this is what they are driving at. 

Representative Horrrep. That is not what you are driv ing at. 

Mr. Haycocx. When I used the figure of 10 percent, Mr. Holifield, 
I was thinking of an overall profit that the contractor might make out 
of the contract and the risk that he was assuming in connection with 
his capital investment compared to what he would get back from the 
contract as whole. Unless the cost of this special facility was such 
that it would affect his profit very greatly—if it didn’t affect: his 
profit any more than 10 percent, then I don’t think it is too substan- 
tial. It perhaps was not expressed correctly when we say the total 
cost of performance. But, obviously, if his risk on the facility affects 
only 10 percent of his profit, it is not as substantial a risk as if it is 
going to turn a profit into a loss, 

I agree that 10 percent of total cost in some cases might well be 
substantial. 

Mr. Ramey. At the last hearing the question was raised about the 
problem of options to get production after your initial period of 
amortizing off this investment. In other words, the Government. is 
paying for the construction of a fac lity for a special purpose, and it 
pays it out in a relatively rapid period which is by amortization. 

The Government ought to have the right to get that product over 
the useful life of the facility if it wants to. This concern about not 
too long a contract period, it has bothered me that it might be in- 
terpreted to limit the period that you can get an option to get your ma- 
terials, so that you hold it down to 5 years after completion and so on. 
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I think that language might be clarified in some way. 

Mr. Haycock. I don’t think this language would preclude the com- 
mission from securing an option in the contract, Mr. Ramey. __ 

Mr. Ramey. It says that the contract can be entered into for periods 
in excess of 5 years from the time of initial deliveries, and in no event 
in excess of 10 years from the date of the execution of the contract. 
If the option period is regarded as a contract, then it seems to me 
you might be limited there and —— that should be clarified. 

Mr. Haycock. May I say only this, Mr. Ramey. In the Leiter case 
in the Supreme Court where they held you could not make contracts 
for more than 1 year under annual appropriations, I believe the spe- 
cific statement was made when you exercise the option it is tanta- 
mount to making a new contract. I agree when you say “in no event 
in excess of 10 years” you might consider that the 10 years had to 
include any renewable options as well. 

I don’t think it should. 

Mr. Ramey. That is right. Also, the matter of the renewable op- 
tion at a price so that you do not pay to build his plant all over again 
and so there is no amortization in the new price. 

Mr. Haycock. We thought that might be taken care of in the first 
clause. If you allow them to charge no more than the proper ratio 
of amortization during the initial contract period, then you would 
not have amortized the balance of the life. 

So the price presumably would still have to include the remaining 
amortization over the remaining useful life. 

Mr. Burrows. Mr. Ramey, our practice is, as you know, to take op- 
tions without amortization, or to put it another way, with recognition 
of what amortization has already ee id 

I don’t think we would have any objection if the committee saw 
fit to write something like that in. 

I do see a problem as to time. While you can talk to a contractor 
about an additional 5-year option, if you put it 30 years or something 
he might hesitate to get himself bound over an extensive period of 
time. That is the only problem I would see. 

Mr. Ramey. There is one other question on subsection 4 on the 
top of page 6. On the obligation of funds, your language recognizes 
that you could obligate funds to cover the unamortized balance. The 
sentence beginning at line 5 says: 

Any appropriation presently or hereafter made available to the Commission 
for operating expenses shall be available for payment of such costs which may 
arise from cancellation as the contract may provide. 

Is that intended to give you some discretion so that you don’t neces- 
aorsly have your cash on the barrelhead when you enter into a con- 
tract ! 

Mr. Burrows. Yes. The Comptroller General has ruled that we 
cannot obligate in advance termination costs as such. Those should 
be obligated at the time of the termination. So we operate on the 
thesis that if we do terminate, then we must have funds available 
before we can effect such termination. 

Representative Horirretp. Why do you ask for this pooner lan- 
guage now? How have you been operating in the past ? 

Mr. Burrows. On this basis, sir. 
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Representative Horirtecp. In the event of cancellation of contracts 
heretofore that had termination costs, where did you get your money 
and how? 

Mr. Burrows. First we have not had an awful lot of experience. In 
general we would have to get the money from what money was avail- 
able to us, which would mean that either we had funds that were in 
effect reserved for that purpose, or else we would have to make other 
arrangements within our overall funding picture to find the funds. 

Otherwise we could not effect a termination. 

Mr. Haycocx. Mr. Chairman, is it not true, Mr. Burrows, that this 
requirement of not obligating came about by reason of the limitation 
of the contract to 1-year periods, with an option to renew for an addi- 
tional year? 

Mr. Burrows. No; my understanding was that your ruling was to 
the effect that one could not obligate the expenses of termination until 
the fact of the termination. 

Mr. Ramey. But you did say you could hold them in a reserve that 
was not an obligation but still kept that money from being available 
for anything else. 

Mr. Burrows. We could do that if we anticipated a termination. 
In actual practice, the termination cost would not exceed the amount 
of money you had for the full amount of the delivery in the contract 
anyway. 

Mr. Rasen Isn’t it desirable from the Government standpoint to 
not have to obligate the money at the start of the contract so that 
money is available for other purposes until you decide you want to 
terminate and then you find some money. 

Mr. Burrows. I think so. This is part of the flexibility of fund- 
ing that I think one should always have. Otherwise if you end up 
with a lot of pockets in different places you don’t make the proper 
utilization of your appropriation or you have to ask for appropria- 
tion in excess of what you really need. 

Mr. Ramey. And this language would permit that flexibility ? 

Mr. Burrows. Yes, sir. 

Mr. Eason. It is comparable to the language we have in section 
164, Mr. Ramey. 

Mr. Haycock. I have one suggestion on that language. On the 
sentence “Any appropriation presently or hereafter made available to 
the Commission,” we had suggested to the Budget Bureau some dif- 
ferent language in a draft bill—I don’t have it in front of me— 
which was to the effect that any appropriation available to the Com- 
mission for operating expenses at the time of cancellation shall be 
available for payment of such costs. When you speak about making 
an mf terk ne which is presently in 1958 available for cancellation 
costs paid in 1962, it seems a little ambiguous. I think this is true 
with respect to section 164 also which does have this language. 

Representative Horirrmetp. Wouldn’t the word “presently” carry 
forward? That presently would not apply to the date of the enact- 
ment of the act but it would apply, as Tnladeal it, to the time of 


termination and hereafter would be such funds as they might get by 
appropriations after the time of termination. 

Mr. Haycock. This is how we would interpret it. We just thought 
the language might be clearer to say that any appropriation available 
at the time of cancellation may be used for payment of those costs. 
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Representative Horirrecp. Or thereafter made available. Any 
appropriation available at the time of termination or thereafter made 
available to the Commission for operating expenses. Wouldn’t that 
more properly state it / 

Mr. Hoxtiinesworrn. I think so. 

Mr. Haycock. Yes, sir; I guess so. I was thinking if they didn’t 
have it when they canceled they would not be sure they would get it. 

Representative Hortrrevp. If they had a contract which the Gov- 
ernment assumed an obligation of termination costs and if they were 
caught short at the time of the appropriations they could come to the 
Congress for a deficiency or they could make the termination costs pay- 
able on the availability of the forthcoming budget funds and they 
could have an item in there as far as that is concerned. 

Mr. Haycock. Yes,sir. My only question is whether the appropria- 
tions committee would have any question about that language. 

We would have no objection to it. 

Mr. Ramey. It might be construed that when you enter into your 
contract and obligate present operating funds that would be available 
as a reserve or somehow for your later termination charges, which is 
done sometimes. Sometimes a contractor will insist on that under 
normal governmental practice. 

This other interpretation would preclude that, especially if the 
language is fixed up. 

Mr. Haycock. Yes, sir. If the provision did not permit the limi- 
tation of obligations to estimated annual deliveries and they made a 
5-year contract, they would have to obligate for the total quantity to 
be procured in the whole 5 years. 

Representative Houirreip. This language that the GAO has sup- 
plied to us under the understandings which we have had here in the 
testimony as to its meaning, could you live with that ¢ 

Mr. Haycock. They saw it only this morning, Mr. Chairman. 

We didn’t have it ready until now. 

Representative Hoxirretp. Why don’t we put it this way? I recog- 
nize this is possibly unfair of me to ask you to make an interpretation 
right at this time. Let us study this language over, including this 
language, “available at time of termination or thereafter” to substi- 
tute for the words “presently” or “hereafter,” and study this addi- 
tional language of the GAO and bring us something that you think 
you can live with. 

I think if it is possible for you to have in the language something 
which would protect the Government on the basis of an option for 
acquiring the facilities for the balance of the amortizable debt against 
it at time of termination. An option to acquire and an option to 
lease. I suppose you get that in your contract anyway. 

The Commission might have some use for that special facility which 
the owner might not have at that time. You might very will have. 
Personally I think it would be a much cleaner way to do it. That is, 
to have the Commission build the facilities and put the operation up 
for competitive bid myself. You could build it under force account, 
as done many times by the Defense Department. 

Mr. Burrows. Mr. Holified, I think you will find that our record 
has been that where there has been such facilities which were exclu- 
sively for governmental purposes, such as weapons facilities of vari- 


AEC “OMNIBUS” BILL 83 


ous kinds and laboratory facilities of various kinds, we have done this. 
We go this route only when it seems clear that there is an advantage 
to the Government to have a commercial source and commercial know- 
how, which would be more to the advantage of the Government going 
in and substituting and acquiring this know-how outside of normal 
commercial channels. 

I would like to talk to this language in a very general way. I hesi- 
tate to say this and I hope you w ill take it in the spirit in which I offer 
it, sir. It seems to me there is always a problem in writing into 
statutes detailed provisions of contracting. 

One runs into all kinds of situations, and what may be in the best 
interests of the Government in one situation may not be in another 
situation. 

To have detailed contracting provisions frozen in the statute, I 
wonder if it is always the better thing to do, rather than to write 
such things into the report as an admonition and where if we did 
get a spec jal situation we could consult with the committee regarding 
it. 

I am speaking now as a matter of philosophy and I hope you will 
parden me for it. 

Representative Hoxirretp. You are perfectly at liberty to give me 
your views. 

I want you always to feel free to give them. One of the consider- 
ations of the committee is that we may not have such efficient people 
as you, Mr. Burrows, working for the Commission some time, and they 
might have to interpret this law in a way which would not be as 
efficient as you might do it. 

And the chairman said the report might be out of print. 

Representative Durnam. I realize that is a very difficult problem. 
We have run into that in the Defense Department for many years. 

Representative Hoxtrretp. On line 11 is there any objection to 
striking the word “utilities” that is on page 6? Now that we have 
eliminated section 3, is there any objection to striking that word ? 

Mr. Burrows. Sir, the utilities are part of the necessary operation 
of a facility of any kind, whether this is water, light, gas, or whatever 
might be involved. 

Representativ e Houirietp. But this doesn’t mean building a power- 
plant ¢ 

Mr. Burrows. No, sir. This means the connecting utilities. 

Representative Hottrretp. The common utilities ? 

Mr. Burrows. Common utilities necessary to run the facility. The 
connecting facilities are utilities. 

Mr. Appapessa. This reference was tied into the utility services 
in old section 3, which has been deleted by agreement. 

Representative Hoxirteip. I just wanted to clear that little point up. 
I didn’t want you to go out and build a utility plant for some of 
these people and give it to them at the end of 5 years. So that is on 
the basis of utility services and not utility facilities. I can’t see that 
now on the record, is that right, Mr. Hollingsworth? 

Mr. Hotiincsworru. That’s right. 

Representative Horirretp. Now we get to section 7. You testified 
some on that. 


Representative Price. We covered that fully, yes, sir. 
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Representative Horirretp. May I just ask this question? Did you 
cover fully the problem which any contractor has of retaining records 
for income-tax purposes which I believe is 10 years. 

Mr. Hoxirnesworrn. Mr. Holifield, I believe there was testimony 
to the effect yesterday that the amendment proposed here would not 
affect any other requirement of law in terms of income-tax laws and 
so forth. This would only amend section 166 in this act. Therefore, 
any requirement in any other statute which might require the retention 
of records for income-tax purposes would not be affected here. 

Representative Duraam. Isn’t there a general law on retainin 
records at the present time that applies to all Government agencies? 

Mr. Eason. There are a number of laws, I think, Mr. Durham, in 
this area. I think it depends on the type of situation that you have at 
hand. I think here we are required under section 166 to retain records 
of our contractors which are in fact really our records in the main 
until the General Accounting Office has an opportunity to audit them. 

The Internal Revenue Service have statutes which require retention 
of records for other periods of time. I don’t think you can say 
categorically that there is only one general law. I think there are a 
number. 

Representative Durnam. Doesn’t the General Accounting Office 
know? They are supposed to, are you not? I had a complaint some 
time ago from the irae that they are going to have to build a 
new building because he could not destroy any of the old records. 
They have everything full now. 

Mr. Hayoock. There is, of course, Mr. Durham, the Records Man- 
agement Act under which certain schedules are set up, and it may 
be that they find they have more than they anticipated. But that we 
believe, as Mr. Hollingsworth has said, would be separate from the 
effect that this statute would have on it, the same as the original 
statute did not affect it. When you say they shall keep them for 
3 years, that is. 

==; “iaeaaammmoa ble Ho.irieip. Just exactly why do you seek this amend- 
ment ‘ 

Mr. HotirneswortH. The need is simply this. This amendment is 
submitted in the interest of saving the Government money. We have 
had 1 contractor who declined to dispose of his records prior to the 
3-year period, contending that neither the Commission nor the GAO 
could authorize such disposal in view of section 166 as it now stands 
on the statutes. We have submitted this for the pes nose of clarifying 
the authority to go ahead and make these disposals after there is agree- 
ment between the General Accounting Office and the Commission 
that the records are no longer required simply in the interest of 
saving the Government money by going ahead and disposing of 
them. 

Representative Hoxirrevp. I am only questioning to clear up my 
own mind on it. I assume that there aout be an agreement between 


the Commission and the General Accounting Office on this disposal 
schedule which would take into account not only this existing law 
under section 166 but also the laws which would protect the contractor 
in case he became involved in a tax case and had to have access to 
primary records. 
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Must he rely on his own records? Would his records be complete? 
If records were destroyed by the Commission which were parallel to 
his or substantiating his, what position would he be in? 

Representative Price. He should keep his own records on the mat- 
ter of taxes and the Government should not be a depository for an indi- 
vidual contractor’s records. 

Representative Hortrrep. Maybe I am talking about two things. 
Let us say I am a contractor and I have a contract with the Commis- 
sion. Under the law from an income-tax law I have my records and I 
do keep them. 

If it is necessary for me in addition to my records to come to the Com- 
mission for proof of facts in my record, if my records are challenged 
then what position am I in? 

Mr. Hoxirnesworth. First, I think, Mr. Chairman, that you have 
to consider what is involved here and what records are involved. The 
types of materials are reviewed in detail and schedules are developed. 
As Mr. Abbadessa testified yesterday, this involve a great deal of de- 
tailed supporting type data that simply does not make sense for tax 
purposes or any other purpose to retain. 

Representative Hoiirretp. Upon your assurance that the tax paying 
ey contractors would be protected, is that your opinion, Mr. Hay- 
cock ¢ 

Mr. Haycock. Yes, we agree with the Commission. 

Mr. Eason. The section 166 requirement is really a prohibition some- 
what on the contractor. We have to write into the contract that he will 
keep his records available until the GAO gets into audit them. It 
doesn’t necessarily mean that they will be destroyed. He must keep 
them available. Once GAO has gone in and audited the records it 
could be that he could be relieved of that burden. 

Representative Price. Let me ask this question. Is every contract 
of the Commission audited by the GAO? 

Mr. Appapessa. No, sir. 

Representative Pricr. What happens to the records that are not 
audited? Are they disposed of? 

Mr. Appapessa. After a certain period of time our right to disallow 
any expenditures under those contracts expires. 

Mr. Ramey. The GAO makes test checks and so on so that they are 
assured that contracts like that are audited. 

Mr. Appapessa. That is correct. Basically speaking this provision 
pertains to the cost-type contractors of the Commission. Generally 
speaking, we audit, over 3-year period, all of the large cost-type con- 
tractors of the Commission. There are certain fixed-price contracts, 
where AEC has several fixed-price contracts of a particular nature, 
where we would maybe review 2 or 3 to test the Commission’s procure- 
ment practices, and based on our review, decide that there is no prac- 
tical purpose in expanding our audit test beyond that point. 

We cannot categorically say we audit every contract of the Com- 
mission. However, all of their large cost-type contractors like GE, 
Du Pont, Carbide, we do audit. 

Representative Pricer. Should there be some kind of limitation on 
the period in which the Commission could dispose of papers? 
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Mr. Appapessa. I don’t believe I understand your question, sir. 

Representative Price. Should there be some time limitation on the 
period in which the Commission must hold records of different con- 
tracts ¢ 

Mr. Haycock. Mr. Price, I believe there is in this Record Manage- 
ment Act. I see these records are spoken of here as contractor records, 
but they are really Commission records, I think, because of the cost 
reimbursable nature of the contract. If the contractor himself wants 
to keep his own records for tax or other purposes beyond the 3-year 
period he is at perfect liberty to do so but we don’t have to reimburse 
him for storage costs. 

Representative Hotirietp. You mean to say you have to pay a con- 
tractor for storage of records? 

Mr. Haycock. ~U nder a cost- -type contract ; yes, sir. 

Mr. Houtincsworrn. When it is required in the contract that he 
must keep his records for a 3-year period. 

Representative Horrrrerp. Are there any further questions on the 
legislation? If not, the Chair will request the representatives of 
Commission, whoever you designate, Mr. Hollingsworth, and Mr. 
Haycock whoever you designate, and Mr. Ramey and Mr. Toll to have 
a conference in regard to the language contained in section 2 and new 
section 3 and the fitting in of the proper language as suggested on 
item 1. 

I see here now that we haven’t taken care of two other suggestions 
there of the GAO. Change the word “furnishing” to “procurement.” 

Mr. Haycock. That is the old section 3 that is now out. 

Representative HottrreLp. How about page 5, delete line 25. 

Mr. Haycocx. That is merely a technical suggestion. 

Representative Horirretp. Take into consideration those which are 
pertinent and bring us a complete draft of language of the complete 
bill, Mr. Ramey. 

Mr. Ramey. Yes, sir. 

Representative Hotirterp. For submission to the full committee. 

Representative DurHam. On page 5, line 25 is probably better 
language than you have in the present bill. 

Mr. Haycock. The preceding language in that connection, Mr. 
Durham, in the first line of the section 161 is that the Commission 
shall have authority to, and then would follow. 

Representative Hortrrerp. Include in such contracts. We will in- 
clude in the record such excerpts as have been submitted that are 
pertinent thereto. The committee is adjourned. 

Thank you, gentlemen. 

(Subsequently, on July 21, 1958, Chairman Durham introduced a 
clean bill, H. R. 13482, which was reported out favorably by the Joint 
Committee on July 24, 1958 (H. Rept. No. 2272), passed the House 
on July 29, 1958, and the Senate on August 5,1958. It was approved 
by the ‘President on August 19, 1958, as Public Law 85-681. The text 
of Public Law 85-681 is set forth in appendix A.) 

(Whereupon, at 11:45 a. m., the hearing was adjourned.) 


APPENDIX A 


Pusiic Law 85-681 
85TH Coneress, H. R. 13482 


AN ACT To amend the Atomic Energy Act of 1954, as amended. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection a. of section 53 of the Atomic 
Energy Act of 1954, as amended, is amended by deleting “or” at the end of para- 
graph “(2)”; by changing the period at the end of paragraph “(3)” to a semi- 
colon; and by adding the following at the end of the subsection : 

“(4) for such other uses as the Commission determines to be appropriate 
to carry out the purposes of this Act.” 

Sec. 2. That subsection c. of section 53 of the Atomic Energy Act of 1954, as 
amended, is amended by deleting in both the first and second sentences the words 
“subsection 53a (1) or subsection 58a (2)” and inserting in lieu thereof in both 
sentences “subsection 53a (1), (2) or (4)”. 

Sec. 3. That section 68 of the Atomic Energy Act of 1954, as amended, is 
amended to read as follows: 

“Sec. 68. PUBLIC AND ACQUIRED LANDS.— 

“b. Any reservation of radioactive mineral substances, fissionable materials, 
or source material, together with the right to enter upon the land and prospect 
for, mine, and remove the same, inserted pursuant to Executive Order 9613 of 
September 13, 1945, Executive Order 9701 of March 4, 1946, the Atomic Energy 
Act of 1946, or Executive Order 9908 of December 5, 1947, in any patent, convey- 
ance, lease, permit, or other authorization or instrument disposing of any interest 
in public or acquired lands of the United States, is hereby released, remised, 
and quitclaimed to the person or persons entitled upon the date of this Act under 
the grant from the United States or successive grants to the ownership, occu- 
pancy, or use of the land under applicable Federal or State laws: Provided, 
however, That in cases where any such reservation on acquired lands of the 
United States has been heretofore released, remised, or quitclaimed subsequent 
to August 12, 1954, in reliance upon authority deemed to have been contained in 
the Atomic Energy Act of 1946, as amended, or the Atomic Energy Act of 1954, 
as heretofore amended, the same shall be valid and effective in all respects to 
the same extent as if public lands and not acquired lands had been involved. 
The foregoing release shall be subject to any rights which may have been granted 
by the United States pursuant to any such reservation, but the releasees shall 
be subrogated to the rights of the United States.” 

Sec. 4. Section 123 ec. the Atomic Energy Act of 1954, as amended, is amended 
by substituting a colon for the period at the end thereof and adding the follow- 
ing: “Provided, however, That the Joint Committee, after having received such 
agreement for cooperation, may by resolution in writing waive the conditions of 
all or any portion of such thirty-day period.” 

Sec. 5. Section 145 of the Atomic Energy Act of 1954, as amended, is amended 
by adding at the end thereof the following new subsection : 

“go Whenever the Congress declares that a state of war exists, or in the event 
of a national disaster due to enemy attack, the Commission is authorized during 
the state of war or period of national disaster due to enemy attack to employ 
individuals and to permit individuals access to Restricted Data pending the 
investigation report, and determination required by section 145 b. to the extent 
that and so long as the Commission finds that such action is required to prevent 
impairment of its activities in furtherance of the common defense and security.” 

Sec. 6. Section 161 d. of the Atomic Energy Act of 1954, as amended, is 
amended by adding after the word “responsibility” the following sentence: 
“Such rates of compensation may be adopted by the Commission as may be 
authorized by the Classification Act of 1949, as amended, as of the same date 
such rates are authorized for positions subject to such Act.” 
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Sec. 7. Section 161 of the Atomic Energy Act of 1954, as amended, is amended 
by adding the following new subsections: 

“t. establish a plan for a succession of authority which will assure the 
continuity of direction of the Commission’s operations in the event of a na- 
tional disaster due to enemy activity. Notwithstanding any other provision 
of this Act, the person or persons succeeding to command in the event of 
disaster in accordance with the plan established pursuant to this subsec- 
tion shall be vested with all of the authority of the Commission: Provided, 
That any such succession to authority, and vesting of authority shall be 
effective only in the event and as long as a quorum of three or more members 
of the Commission is unable to convene and exercise direction during the 
disaster period: Provided further, That the disaster period includes the 
period when attack on the United States is imminent and the post-attack 
period necessary to reestablish normal lines of command; 

“ug. enter into contracts for the processing, fabricating, separating, or 
refining in facilities owned by the Commission of source, byproduct or other 
material, or special nuclear material, in accordance with and within the 
period of an agreement for cooperaton while comparable services are avail- 
able to persons licensed under section 103 or 104: Provided, That the prices 
for services under such contracts shall be no less than the prices currently 
charged by the Commission pursuant to section 161 m. ; 

“v. (1) enter into contracts for such periods of time as the Commission 
may deem necessary or desirable, but not to exceed five years from the date 
of execution of the contract, for the purchase or acquisition of reactor serv- 
ices or services related to or required by the operation of reactors ; 

“(2) (A) enter into contracts for such periods of time as the Commis- 
sion may deem necessary or desirable for the purchase or acquisition of any 
supplies, equipment, materials, or services required by the Commission 
whenever the Commission determines that: (i) it is advantageous to the 
Government to make such purchase or acquisition from commercial sources ; 
(ii) the furnishing of such supplies, equipment, materials, or services will 
require the construction or acquisition of special faclities by the vendors 
or supplers thereof; (iii) the amortization chargeable to the Commission 
constitutes an appreciable portion of the cost of contract performance, ex- 
cluding cost of materials; and (iv) the contract for such period is more 
advantageous to the Government than a similar contract not executed under 
the authority of this subsection. Such contracts shall be entered into for 
periods not to exceed five years each from the date of initial delivery of 
such supplies, equipment, materials, or services or ten years from the date 
of execution of the contracts excluding periods of renewal under option. 

“(B) In entering into such contracts the Commission shall be guided 
by the following principles: (i) the percentage of the total cost of special 
facilities devoted to contract performance and chargeable to the Commission 
should not exceed the ratio between the period of contract deliveries and 
the anticipated useful life of such special facilities; (ii) the desirability of 
obtaining options to renew the contract for reasonable periods at prices 
not to include charges for special facilities already amortized; and (iii) 
the desirability of reserving in the Commission the right to take title to the 
special facilities under appropriate circumstances; and 

“(3) include in contracts made under this subsection provisions which 
limit the obligation of funds to estimated annual deliveries and services 
and the unamortized balance of such amounts due for special facilities as 
the parties shall agree is chargeable to the performance of the contract. 
Any appropriation available at the time of termination or thereafter made 
available to the Commission for operating expenses shall be available for 
payment of such costs which may arise from termination as the contract 
may provide. The term ‘special facilities’ as used in this subsection means 
any land and any depreciable buildings, structures, utilities, machinery, 
equipment, and fixtures necessary for the production or furnishing of such 
supplies, equipment, materials, or services and not available to the vendors 
or suppliers for the performance of the contract.” 

Sec. 8. Section 166 of the Atomic Energy Act of 1954, as amended, is amended 
by adding the following proviso at the end thereof “: And provided further, 
That nothing in this section shall preclude the earlier disposal of contractor and 
subcontractor records in accordance with records disposal schedules agreed 
upon between the Commission and the General Accounting Office.” 

Approved August 19, 1958. 
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